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HOPE: 


For years, I’ve always stuck cotton in my 
ears whenever the Old Groaner opened 
his mouth. But now he’s got something 
that sounds good. Really good. Let’s hear 
it, kid. 


CROSBY: 
Thank you Mr. Hope. You are kind, 
very kind. Ladies and gentlemen, this 
isn’t a song. It’s just a suggestion. This 
year, let’s all give U.S. Savings Bonds 
for Christmas presents. Tell ’em about 
those bonds, Chisel Nose. 


HOPE: 


Gladly. It’s all very simple—even 
Crosby understands how they work. 
In just ten years, they pay $4 for 
every $3 they cost. And they’re ap- 
propriate for everybody on your 
Christmas list—young people, 
middle-aged people, and people as 
old as Crosby. Am I right, Bing? 


CROSBY: 
For once in his life the old Scene-Stealer 
is right. But seriously, folks, nothing 
makes a more welcome, more sensible 
present than U. S. Savings Bonds. And 
you can buy ’em in any bank or post 
office. So— - 


HOPE: 


So why not give the very finest gift in 
America—U. S. Savings Bonds! 
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Very oFrEN that’s enough to 
describe the difference between 
stores you like—and the stores 
you don’t. 

It’s the kind of thing we like 
people to say about us, too. Be- 
cause here at Merrill Lynch that’s 
always been our goal in serving 
investors. 

Of course, any good salesman 
knows his merchandise. So the 
men who deal with our customers 
are thoroughly familiar with the 
“stock on our shelves”. 

They’ve had years of experi- 
ence in helping people select the 
most suitable securities for par- 
ticular objectives .. . can usually 
show you any nnmebies of stocks 
that might suit yours. 

They'll tell you what’s good 
and what’s bad about them, too— 
can always count on a Merrill 
Lynch Research Department, 
nearly seventy strong, to keep 
their facts and information fresh. 

More often than not, we think 
you'll probably find exactly what 
you want. But if you don’t, that’s 
perfectly all right, too. 

We won’t try to sell you. We 
will try to help you buy! 


Department SF-84 


MEerrILL LYNCH, 


Pierce, FENNER & BEANE 
70 Pine Street, New York 5, N. Y. 
Offices in 97 Cities 
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DCason s 
Greetings 


(Dre Christmas spirit is a wonderful thing. It concentrates our think- 
ing on those we love in a spirit of giving. For as-much as we care 
for our dear ones, we are so involved throughout the year that we 
do not give sufficient thought to the happiness they bring us, nor 
the joy that comes to us from giving them pleasure. 


2 


But the mellow Christmas spirit does more than that — much more! 
It brings release and hope —and fear cannot live in such an atmos- 
phere. We know that despite the hubbub of conflicting forces, those 
who seek to destroy us cannot win. We remember that crises always 
bring out the best in us. And when that happens —no one can 
down us, either as individuals or as a nation. 


Sometimes it seems we need a jolt to arouse us to a better under- 
standing of our blessings, and the sudden realization of the truth 
has a way of inspiring us to put forth the effort necessary to retain 
what is so important to our well-being. 


When we reach that point, fear usually flies out the window and 
constructive action takes its place. In fact that is the way to success 
in everything —and to the realization of the goals that make life 
worth living. 


To you — our friends and subscribers — we wish a very Merry Christ- 


mas and happiness in the year ahead. 
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The 


STOP THAT SPIRAL... Evidence of the inflationary 
forces released by the Korean war in other than fiscal 
fields is provided by an interesting analysis of the 
consumer buying rush this past summer. 

A Department of Commerce study shows that by 
drawing on their liquid assets and going deeper into 
debt, the American people as a whole were spending 
at an annual rate of more than $10 billion over and 
above their current income in the July-September 
period in their rush to buy durable goods and homes. 
The effect of this added buying was all the more in- 
tense because of the rise in aggregate personal in- 
comes to a new high in the period, reaching an an- 
nual rate above $223 billion in August. 

Naturally, there was bound to result a general and 
rapid rise in prices, with the cost of living just fall- 
ing short of equalling the all-time high established 
in August-September 1948. Official figures show that 
consumers in the aggregate drew down their savings 
deposits by nearly one billion dollars in the third 
quarter. On the debt front, consumer credit rose 
about $1.3 billion in July and August alone, equiv- 
alent to an annual rate of $7.5 billion or four times 
greater than the rate of gain in the same 1949 and 
1948 periods. Borrowing to 


Business 


Trend of Events 


an excess of redemptions over sales of approximately 
$280 million in the third quarter. By contrast, there 
was a net excess of purchases over redemptions of 
$130 million in the corresponding months of 1949 
and of $76 million in the like 1948 period. 

Little wonder that this situation, plus the antici- 
pated effect of the arms program, led to prompt 
credit and fiscal action to fight the threat of a run- 
away price rise. There is doubt whether the meas- 
ures already taken will be sufficient to do the job. 

The buying rush has quieted down, perhaps more 
than some retailers care. But development of real 
shortages or the threat of further rising prices may 
readily bring on renewed scare buying with unfor- 
tunate consequences. To avoid them, serious consid- 
eration of early price ceilings might be a sound idea, 
for we can hardly afford continuation of the infla- 
tionary spiral. Let’s stop it before worse damage 
is done. 

Achievement of price stability is an urgent and 
difficult task; all the more it should be tackled with- 
out delay and in a realistic manner with due consid- 
eration to what Government itself can contribute in 
terms of common sense fiscal and spending policies. 





NO WAR BUDGET? ... In his 


buy homes reached record pro- 
portions at the same time, 
home mortgages increasing at 
an annual rate of more than 
$6 billion in the third quarter 
compared with $4 billion a 
year ago. 

Simultaneously, greater re- 
demption of Series E savings 
bonds together with some de- 
cline in new purchases brought 





We recommend to the attention of our 
readers the analytical discussion of busi- 
ness trends contained in our column 
“What's Ahead for Business?” This 
regular feature represents a valuable 
supplement to Mr. A. T. Miller’s stock 
market analysis of importance to in- 
vestors as well as to business men. To 
keep informed of the forces that may 
shape tomorrow’s markets, don’t miss it! 








special message to Congress 
the other day, President Tru- 
man asked for $17.85 billion 
in additional appropriations 
for fiscal 1951, whereof $16.8 
billion would be for the De- 
partment of Defense and over 
$1 billion for the Atomic 
Energy Commission. He de- 
clared, at the same time, that 
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the appropriation request is not a war budget, that 
that obviously would require more money. 

What the President obviously meant was that he 
was not basing his new request on the expectation of 
full-scale war during 1950-51. But certainly, by any 
other test, the national budget presented piecemeal 
since last January is nothing if not a war budget. 

The original budget called for total expenditures 
of $40.4 billion, including $12.8 billion for national 
defense and $5 billion for the international program, 
whereas $22.6 billion was for other purposes. In the 
meantime the defense and international figures have 
been variously raised. The newest request above re- 
ferred to brings the defense total to $40.1 billion and 
the overall total to about $75 billion. Such a total 
definitely represented a “war budget” less than ten 
years ago. The average for the war years 1942-44 
was under $70 billion. In 1943, it was less than $80 
billion and the war-time peak in 1945 came to $98.7 
billion. In 1942, it was only $34.1 billion. 

All of which highlights the dismaying fiscal as- 
pects of the situation. We hear much about how our 
economy has expanded over the last decade but too 
little about the fact that a dollar today will buy only 
from 40¢ to 50¢ worth of defense goods, even com- 
pared with as little as five years ago. 

The monetary side is bad enough, but it is only one 
factor which has tended to raise the 1951 “non-war 
budget” to the proportions of a genuine war budget. 
That is the steady growth of non-defense expendi- 
tures. Back in 1941 and 1942, civilian expenditures 
averaged only about $7.4 billion; in the 1951 initial 
budget, they stood at $22.6 billion or over three times 
higher. Since then the figure has been stepped up to 
$25.85 billion, just about one-third of the total bud- 
get. And that is definitely too high. 

It may be too late to do anything about our in- 
flated price structure, that is inflation that has al- 
ready occurred, though on these very pages we also 
argue in favor of immediate action to throttle 
future inflation. That is one of our foremost tasks 
if our national economy is to remain sound. 

But there is still time to cut back drastically those 
budgetary items which under present conditions con- 
stitute strictly unnecessary peace-time luxuries. That 
is what the nation should insist upon in no uncertain 
manner. As long as it is called upon to pay the bill, 
it has a right to expect that waste and extravagance 
is stopped. Merely calling an obvious war budget a 
non-war budget doesn’t justify it. 


THE WAR MATERIALS SCRAMBLE .. . Messrs. Truman 
and Attlee, we understand, are agreed not only on 
political cooperation but on economic cooperation as 
well, and specifically, the United States will help 
Britain get the raw materials it needs without hav- 
ing .to outbid us in the open market. 

We do not know at this writing whether this ar- 
rangement will require further sacrifices on our part 
but we do know that the international scramble for 
strategic raw materials has been creating problems 
of such urgency and complexity as to call for remed- 
ial action on an international scale as quickly as 
possible. Any such action therefore must be wel- 
comed as being in our own interest as well as that 
of our allies. 

Though recent price declines for imported raw ma- 
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terials such as tin and rubber have eased some of 
the intense upward pressure on the raw material 
price structure generally, it can hardly be viewed as 
anything more than a temporary respite. Total world 
demand for strategic raw materials is well above 
the supply available now or likely to be available in 
the future. Rearmament programs here and abroad, 
plus American stockpiling, have precipitated such a 
rush for supplies that, if it long remains unchecked, 
it could seriously and adversely affect not only the 
defense effort but the economic stability of the west- 
ern powers. Much as we normally are against “pooled” 
buying or mutual purchasing arrangements, some 
sort of concerted ‘action in order to obviate mutual 
competition is urgently in order. Times are not 
normal, and abnormal times call for, and justify, ab- 
normal measures. They will serve as a definite con- 
tribution to the common defense. 

This doesn’t mean that there need be any return 
to the Combined Raw Materials Board of World War 
II days which through centralized procurement and 
allocations managed to keep allied factories well 
supplied. For many reasons, such a set-up may not 
be practical at this stage. But international collabo- 
ration could well take the form of joint scheduling 
of raw material needs and agreement not to bid 
against each other, nor to seek excessive quantities 
of the available supply. Some such an arrangement 
would go a long way towards solving present prob- 
lems and alleviating pressure on prices. 


CIVILIAN DEFENSE .. . A long-overdue Federal pro- 
gram for civilian defense has at last been presented 
to Congress. There is nothing alarmist in this fact. 
It is simply a matter of common sense and practical 
foresight in view of the fact that the possibility that 
World War III is upon us seems far less far-fetched 
today than a few weeks ago. All the greater the need 
for timely formulation and coordination of civilian 
defense plans at every level. It’s not too soon to move 
from the thinking into the acting stage. 

The three-year program proposed is estimated to 
cost about $3 billion. Whether it will fully fit the re- 
quirements remains to be seen. It certainly is a mat- 
ter sufficiently important to warrant closest scrutiny 
by all concerned. 

States and cities, too, have been awakening to the 
need of civil defense programs but while a great 
deal of organizational planning has been accom- 
plished, much more remains to be done. 

Planning by private interests has not been lagging. 
Leading life insurance companies are discussing a 
tentative program for mutual protection against ex- 
cessive financial losses in the event of atomic bomb- 
ings. The basic idea is for the life insurance business 
to reinsure itself through pooling of excessive losses, 
with possible creation of a pool of as much as $250 
billion foreseen. The plan, still in the early talking 
stage, would be of distinct interest to the public in 
that it would assure financial solvency of every par- 
ticipating insurance concern by pro-rating risks and 
preventing any one company from suffering dispro- 
portionate losses. 

At the same time, the insurance industry and Gov- 
ernment spokesmen are urging Congress to extend 
the life of the Federal War Damage Corporation to 
pay claims arising out (Please turn to page 304) 
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As 9 See Jt! 


BY ROBERT GUISE 


EUROPE BIDES FOR TIME 


he he very length of the Truman-Attlee talks 
permits the conclusion that the grave problems fac- 
ing this nation and the western world have been 
subject to unusually frank and firm discussion. They 
ended with agreement on some urgent, short range 
plans for the Far East and Europe, but frank and 
open disagreement on the long term problem of how 
to deal with communist China. All of the decisions 
reached presumably are not being made public now 
and may not become 
evident until events 
reveal them. But 
there is hope that this 
was one conference 
in which our inter- 
ests were firmly rep- 
resented. Hence the 
disagreement. 


We presume that 
President Truman 
minced no words in 
expressing his pro- 
found dissatisfaction 
with the slow prog- 
ress of European de- 
fense plans in the 
face of the gathering 
storm, a_ deficiency 
that poses a serious 
threat to the solida- 
rity of the Atlantic 
community. Certainly 
Britain and France 
must remedy this sit- 
uation if they expect 
from the U. S. the 
same wholehearted 
cooperation they have 
enjoyed in the past. 

We have heard a great deal from European 
spokesmen about the need of recognizing the stra- 
tegic priority of Europe over Asia in the present 
struggle. One might be inclined to agree with this 
thesis, though with reservations, so long as it does 
not imply abandonment of our commitments and 
defenses in Asia. But surely, if Western Europe 
wants us to think in terms of European security 
first, we are entitled to ask why they are not doing 
more to help strengthen their own defenses. Despite 
intensification of the crisis, or perhaps even because 
of it, there is considerable evidence of foot-dragging 
in Europe, enough to raise the question whether 
Europe intends to run out on us. 

It is not the U. S. that is holding up creation of 
a proper European defense force. It is the Europ- 
eans’ bickering among themselves and their con- 
tinued rejection of badly needed unity despite the 
rising danger. European differences and unreason- 
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able insistence on national sovereignty, it seems, are 
stronger than the fear of Russia. It is a fairly safe 
assumption that we would probably be more deeply 
committed now and Western Europe would be 
stronger, if there were more unity, more faith and 
more energy in Europe. The burden we are asked to 
bear is very great; it would be easier to bear if every 
other democracy were carrying its maximum load. 
To date they are not doing it. The result is that we 
are finding ourselves 
_ pretty much alone in 
the frontline against 
communist forces. 
Russia knows it and 
makes the most of it. 
If this is hard on 
us, Europe should 
realize that it is 
equally fateful for 
her. There is no point 
in her argument that 
war in Asia will leave 
Europe exposed to a 
Russian sweep, hence 
that appeasement is 
the better course. 
Appeasement would 
merely bring nearer 
the Russian threat to 
Europe. The only 
way to stay Russia is 
to build up strength, 
and meanwhile show 
no weakness. 
Yet the sense of 
weakness in Europe 
is profound and from 
this sense of weak- 
ness, strong demands have arisen that the U. S. re- 
frain from becoming embroiled in full-scale war 
with China, that we must buy more time regardless 
of the price. While everyone will go along with the 
wish to have the Korean war kept localized, it must 
be remembered that short of complete and abject 
surrender, this does not depend solely on us. And 
complete and abject surrender would be too high a 
price to pay, in the long run. For it would mean the 
total loss of Asia, and immediately a far graver 
threat to Europe. In that event, it might well turn 
out that the fate of humanity has been settled in 
Asia rather than in Europe. 

We hope that the Truman-Attlee conversations 
have helped to bring all this into proper focus, that 
Europe will begin to think in terms of 1950 and 
1951 rather than of 1945 and 1946. It would be fate- 
ful indeed if it would require more than the disaster 
in Korea to change that state of mind, for then it 
would probably be too late. (Please turn to page 304) 
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Market In Crucial Stage 


Considering the disturbing news from Korea, and mounting pressure for a general mobili- 


zation with stringent controls, the stock market has held up fairly well. Given even a tem- 


porary respite from fears of spreading war, 


some rally would be possible. Otherwise, it is 


improbable that the final lows have been seen. Sizable reserves should be held intact. 


By A. T 


UW to this writing there have been two waves 
of concentrated selling in the stock market since the 
decisive turn of events in Korea posed the question 
of war with China, if not also with Russia. The first 
lasted for one and a half trading sessions; the second 
for one session. Each was followed by a material 
rebound. On the second test, the lowest level reached 
by the Dow-Jones industrial average coincided very 
closely with the reaction low made November 6 on 
official news of the initial Chinese intervention in 
Korea, despite which the average subsequently rose 
to a new bull-market high of 235.47 on November 
24. For comparison, the level at the end of last week 
was 227.30 and the lowest close during the week 
was 222.33. 


. MILLER 


Due to the war-baby status of railroad stocks, the 
present upward trend of earnings, and the relatively 
favorable treatment accorded this industry in the 
House version of the excess profits tax bill, the rail 
average met support, on both recent sell-offs, above 
its November 6 reaction low of 64.48; and it has 
since risen to a new 1950 high, surpassing the No- 
vember 24 bull-market top of 71.06 by a moderate, 
but definite, margin. On the other hand, public utili- 
ties have yet to show any significant rallying power, 
despite the fact that they also were given special 
consideration in the House EPT bill. 


The Medium-Term Possibilities 


Considering the news factors, and re- 
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membering that the industrial average 
fell about 31 points from 228.38 to 
197.46 on the decline of last June-July 
£11908 in the first response to acute war fears 
raised by American intervention in Ko- 
rea, it can be said that the market has 
held up quite well on the recent downside 


320 tests. That is accounted for by a number 
of reasons. One, probably the most influ- 
300 ential, is that there has been long psy- 
chological preparation for the contin- 
280 gency of spreading war, including even 
war with Russia. This importantly re- 
260 duces the surprise factor and the “‘shock 


potential” in disturbing foreign news 
developments. Another is the more or 
legs steady flow of buying orders into 
the market from institutional investors, 
_including pension funds, open-end in- 
vestment trusts and others who employ 
No investible funds about as fast as they 
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108 A third is that, while some investors 
can be scared into emotional selling, the 
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chasing value of the dollar is how much 
it may shrink. A fourth reason is that 
the market’s 1949-1950 rise was prima- 
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85 rily investment-founded. The specula- 

tive position subject to liquidation, al- 
DEC. though by no means entirely aksent, is 
in no way comparable with that built up 
in late phases of most previous bull mar- 
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kets, including that of 
1942-1946, when second- 
ary and low-priced stocks 
“went to town”. 

Of course, one cannot 
safely conclude that the 
recent lows in the aver- 
ages, especially the indus- 
trial and utility averages, 
are inviolate. Regardless 
of what war-baby stocks 
might do, we cannot see a 
basis for a general re- 
sumption of the bull mar- 
ket. At best, this implies 
trading-range fluctuation 
for typical stocks; at 
worst, some more decline. 
The grave uncertainties 
suggest less demand by in- 
dividual investors and 
traders, and more of a 
tendency on the part of 
buyers to price orders un- 
der the market. On the 
supply side, no great 
amount of scared invest- 
ment and speculative sell- 
ing would be required to 
press average stock prices 
downward if news devel- 
opments appear to _ in- 
crease the threat of all- 
out war. 

Is all-out war likely? 
Nobody can answer that 
question with any degree 
of assurance. On our side, 
there is still vacillation on policy toward China, and 
disagreement with our chief European allies on this 
question. Decision may be deferred until after it is 
seen whether any kind of beachhead can be held in 
Korea. We could edge into World War III through 
naval and air action against China proper, since it 
carries the risk of inviting counter-action by Rus- 
sian planes and submarines. As things look now, this 
would seem to be the only way that moves of our 
own could result in global war. 

What about the other side? We do not know their 
intentions or their time table. If they meet with com- 
plete success in Korea, without too much cost, there 
is every reason to suppose that the Chinese Commu- 
nists will promptly move more boldly against French 
Indo-China as one more step in an Asiatic expan- 
sion without foreseeable limits. There is risk that 
Russia, taking advantage of this situation, may move 
in the mid-East or even in Europe, perhaps leaving 
us no alternative to formally recognizing a state of 
war. The Administration and our weak allies may 
or may not be entirely wrong in proceeding on the 
hopeful assumption that Russia will allow us a cou- 
ple of years or so in which to rearm. She is capable 
of moving at almost any time—including tomorrow 
or next spring. Our atom-bomb-air power is the only 
deterrent. Whether it is enough, we do not know. 





What Kind Of War? 
There are many blind spots; and if it comes to 
global war nobody will be able to see any distance 
ahead. Certainly on our part it would have to be 
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mostly an air-sea war for at least a long time. The 
popular assumption would be a long war. It would 
probably be right unless atom bombs proved de- 
structive enough to bring about a collapse of the 
Stalin regime—and we might be painfully damaged 
too. Nobody knows the real potentiality of atom 
bombs in deciding a war against Russia, or how 
many we could deliver to the right places. Mean- 
while, this country may be heading toward full mo- 
bilization without much more delay, stringent con- 
trols and taxation heavier than our people have ever 
borne before. 

However, the taxes will not cover the arms outlays 
as projected even now, without global war. So deficit 
spending on a substantial scale, with some resultant 
inflation of the money supply, is only a matter of 
time. It no doubt would assume major proportions, 
given global war. Obviously, there is no haven in 
cash or savings deposits or Government bonds, and 
the latter two provide less return than would be 
yielded by most dividends even on a considerably 
scaled-down basis. So the insistent question arises: 
what can investors do with their money if they move 
out of common stocks? 

Because of the extended period of psychological 
preparation, the inflation factor and institutional 
demand, the market would hardly prove defenseless 
evn in the event of World War III. We think it prob- 
ably would meet with effective support somewhere 
between the recent low, around 222, in the industrial 
average and the July low of 197; and that selective 
buying opportunities will be presented if periods of 
further weakness develop, (Please turn to page 304) 
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The Boomin..... 


Capital Goods 


Industries 
By E. A. KRAUSS 


a he defense program, superimposed on an 
already flourishing civilian economy, is releasing a 
flood of orders to capital goods industries that pres- 
ages the biggest boom since World War II. 

The heavy goods sector, except machine tool build- 
ers which last year were in the doldrums, has been 
humming right along under the spur of postwar 
expansion programs which, while tending to ebb last 
year, still held at very substantial aggregate levels. 
As it was, the general uptrend in business activity 
this year had as one of its principal facets a marked 
expansion in capital investment programs. Rising 
sales and profits, advancing prices and costs, tight- 
ening competition and latterly the added impetus of 
possible restrictions on the capital goods supply be- 
cause of defense requirements had a very consider- 
able effect on investment decisions by business. 

By mid-1950, even the machine tool industry felt 
the impact in no uncertain manner and more re- 
cently, new orders have been soaring. Apparently, 
everyone wants to tool up for whatever defense work 
may be in the offing but at the same time also keep 
civilian production at the highest possible level. The 
latter aim is frequently motivated by the thought 
that only in this manner may straitjacket controls 
be avoided. 

Capital spending thus will be a major factor in 
bolstering business in coming months when defense 
orders will still be relatively limited. Already manu- 
facturers’ outlays for plant and equipment have risen 
almost to the 1948 record level which next year 
should be eclipsed by a substantial margin, provided 
that materials and manpower can be had. Defense 
needs, both as to scope and urgency, will be a major 
determinant in this respect. 
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The capital goods boom is enhanced not alone by 
the arms program as such but by the drive towards 
greater industrial preparedness. Short of total war, 
expansion of basic industrial capacity—the ability to 
produce munitions—looks equally important as imme- 
diate arms output. This view will change of course, 
should the country be drawn into a bigger war, or 
should our leaders decide on the necessity of greatly 
speeding up the armament time table in the interest 
of fullest possible immediate rearming as a safe- 
guard against future contingencies. 

Even then, major expansion projects as scheduled 
for the steel, aluminum, oil, electric power and other 
vital industries will hardly be ditched. Rather they 
will be expedited at the expense of the civilian econ- 
omy. Either way, no let-down for the heavy goods 
industries is in sight. Makers of steel mill equipment, 
of heavy electrical equipment, of oil industry equip- 
ment, of machinery and machine tools of virtually 
every type should have no fear of declining orders 
and lagging production. 


The Booming Machine Tool Industry 


As an indication of what’s going on, look at what’s 
happening to the machine tool industry. Though trav- 
eling under a full head of steam, it is hard put to 
make any headway against the flood of orders, with 
the order backlog almost twelve times as high as 
monthly shipments. The appended chart shows the 
trend. Last March the ratio was only about five times 
shipments; by next February it is expected to in- 
crease to as high as twenty times. Apart from an 
avalanche of domestic orders, foreign orders also 
increased sharply, chiefly from Marshall Plan coun- 
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tries, and are now at their highest since December 
1944. As Western Europe begins to rearm, a further 
uptrend is strongly indicated. 

While this picture is by far the best the industry 
has faced since the early World War II days, machine 
tool builders nevertheless are worried. They are chaf- 
ing from two major annoyances—materials and man- 
power shortages, hence the slow progress in- boosting 
shipments. Both get more vexing almost by the day, 
while new orders continue to outstrip production. 
What’s more, so far there has been only a sprinkling 
of the new wave of armament business. Meanwhile 
delivery dates are lengthening and order backlogs 
stretching close to the end of next year even as plant 
managers answer a flood of inquiries from custom- 
ers holding or looking for defense contracts. A sharp 
contrast indeed to the lean and hungry postwar 
years. 

Today the outlook is one of climbing production, 
sales and profits. While costs are higher, so are sell- 
ing prices; and major plant modernizations should 
also benefit profit margins. EPT may hit hard in 
spots because of modest postwar earnings but this 
factor might frequently be ameliorated by using the 
invested capital option in calculating tax liabilities. 

Elsewhere we find that recent talk, in Washington 
as well as in industrial quarters, about emergency 
plant expansion is now moving into action. Tenta- 
tive blueprints have been hanging fire for some time 
for lack of precise planning which in turn was handi- 
capped by the difficulty of anticipating exactly the 
nature of future bottlenecks and shortages. Through- 
out this period of indecision, the Administration 
kept urging industry publicly and privately to lift 
its expansion sights while simultaneously encourag- 
ing even bigger plans through direct loans and rapid 
amortization tax benefits. 


Substantial Expansion of Steel Capacity 


As a result of the new speed-up, the steel industry 
has already enlarged its previous expansion ideas, 
looking to eventual steel capacity of as much as 120 
million tons in a matter of years. Various companies 
have already started expansion projects and others 
are being rushed—the bulk however without resort to 
Government guaranteed loans. For the most part, 
the steel industry frowns on them though it is 
welcoming accelerated amortization. 


tric utility industry is already responsible for heavy 
order backlogs for generating equipment presently 
on the books of such leading concerns as General 
Electric and Westinghouse Electric, as well as other 
suppliers of components and varied equipment. As 
the utility program progresses, new orders will ma- 
terialize. Such firms as Babcock & Wilcox, one of the 
leaders in the boiler and boiler equipment industry, 
only recently received large orders from public utili- 
ties which have materially raised its current backlog. 

Similarly there is great demand for certain types 
of oil industry equipment including many miles of 
pipe for oil and natural gas pipe lines; for railroad 
equipment, for machinery and equipment used in 
ships, as shipbuilding activity is taking a strong up- 
ward turn. The aircraft industry, with billions in 
new military orders on its books, needs new machin- 
ery and equipment. Many other industries, mainly 
of a non-defense character, simply want new capital 
equipment because they foresee high-level business 
for a considerable period ahead. 


Possible Shift in Emphasis 


All of this added together spells out a formidable 
potential for a strong capital goods boom, a boom 
that is now underway but has far from reached its 
peak. As it now looks, unless materials shortages 
prevent them, businessmen will spend more next 
year on capital goods than they currently do. Should 
shortages intervene, it will mean merely a shift in 
the nature of the capital goods boom, from mainly 
civilian end-purposes to defense purposes. 

Again, in this connection, it is worth remember- 
ing that the great majority of current spending 
plans are motivated primarily by expectation of good 
civilian business. This was behind the rising trend 
of capital expenditures earlier in the year and it still 
is. Today, of course, there is also a mobilization 
aspect to most civilian expansion programs, in that 
it is thought that mobilization will guarantee busi- 
ness a good civilian market for vears ahead. This 
civilian aspect finds reflection in emphasis on ma- 
chinery and equipment rather than new plant. 

Industry has been impressed with the amazing 
strength and resiliency of postwar civilian market, 
the vast public appetite (Please turn to page 301) 





A steel expansion program of the size con- 
templated will mean active business to numer- 
ous heavy goods manufacturers, including such 
makers of steel mill equipment as Mesta Ma- 
chine Co., United Engineering & Foundry and 
Continental Foundry, and it certainly will keep 
business humming at General Refractories and 
Harbison-Walker, leading producers of refrac- 
tory bricks and materials for lining steel fur- 
naces, while Blaw-Knox should enjoy substan- 
tial demand for its specialty products used in 
steel mills. A good many other capital goods 
firms also stand to benefit, as does the heavy 
construction engineering industry. 

The aluminum industry is ready to under- 
take something like a 25% increase of present 
capacity, partly through new plant construction 
and partly by expansion of existing facilities. 
This, too, means new business for capital goods 
industries, as does the contemplated four-fold 
expansion of the magnesium capacity. 

The long term expansion program of the elec- 
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What Will.... 
War Profits 
Tax Do To 


CORPORATE 
EARNINGS? 


PART IL. 


By WARD GATES 


? 

S peedy passage by the House of Representa- 
tives of an excess profits bill may possibly upset 
recent predictions by resulting in a compromise 
measure that would meet final approval of the wan- 
ing 81st Congress before adjournment. Such strong 
disapproval of certain elements in the bill, though, 
has already developed in the Senate, that uncertainty 
persists as to whether passage can be accomplished 
in the “lame duck” session or whether the entire mat- 
ter will be left to the new Congress in January. 

Despite increasing pressure on congressmen in 
both branches to avoid the broadly recognized unfair 
and illogical aspects of any excess profits tax, politi- 
cal considerations sway the legislators so heavily 
that many more desirable methods of expanding tax 
revenues are being brushed aside. Even such a 
staunch Republican as Senator Millikin of Colorado, 
member of the Senate Finance Committee, has 
warned business men that they assuredly are going 
to get an EPT before 1950 closes or early next year. 
If he is right, though, the bill passed by the House 
may be altered in a good many ways. 

In its newest form, the EPT measure varies con- 
siderably from Administration proposals. More im- 
portantly, the prospective tax revenues from this 
source may amount to $3.6 billion rather than the 
$4 billion contemplated by President Truman. Opin- 
ions on this subject vary, though, with some tax 
experts projecting a minimum of $3 billion and 
others suggesting as high as $4.5 billion if corporate 
pretax earnings rise in 1951, as well might happen. 

While a 75% EPT rate has been established in the 
House bill, as expected right along, the exemption 
base has been lifted to 85% from the 75% demanded 
by Administration spokesmen, of corporate pretax 
earnings, and figured on the average taxable profits 
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for the three most prosperous years in 
the four years 1946-49. The bill further- 
more has set 67% as the maximum por- 
tion of corporate earnings that can be 
taken by combined regular and excess 
profits taxes. 

An optional formula to base EPT on 
invested capital rather than earnings 
provides for an exemption base equal to 
12% on the first $5 million of invested 
capital, 10% of the next $5 million and 
8% on amounts above $10 million. In 
this respect the bill is more liberal than 
the excess profits law during World 
War II. An added feature is that up to 
3% of borrowed capital can be added 
to that furnished by stocks or retained 
earnings. The entire EPT impost would 
be retroactive to July 1, 1950. No con- 
cern with taxable income less than 
$25,000 annually would be subject to EPT taxes. 

Special provisions are included to ease the tax 
burden of new concerns, growth companies, mining 
enterprises, utilities and railroads. To judge from 
preliminary comments on some of these sections, 
though, even Senator George, chairman of the Sen- 
ate Committee, is determined that these provisions 
must be greatly liberalized, especially as applied to 
utilities and to concerns that have only recently 
forged ahead in civilian markets, such as television 
manufacturers. 

Pressure is also going to be strong to lift the EPT 
exemption base above 85% and to extend the “best 
years” profit formula to include at least the first half 
of 1950. Senator Taft has a novel proposal to base 
EPT exemptions on increased production rather 
than earnings, in order not to penalize intensified 
corporate effort, but this is so radical that it may find 
little support. 





Further Tax Legislation to Come 


Regardless of the present battle over excess profits 
taxes, and whether or not EPT becomes law in the 
current month, there is an even chance that it may 
prove to be only a stop-gap measure that may be 
repealed or thoroughly revised by the 82nd Con- 
gress. Proponents of a straight increase in corporate 
income taxes will come out in great strength to fur- 
ther their cause, and they will include an imposing 
array of leading business organizations, bankers, 
economists and politicians. Hence in the final anal- 
ysis, it is quite possible that Congress may swing 
in favor of lifting the 45% income tax rate to be- 
come effective January 1 to 50% or 55% to replace 
EPT, or some compromise for a combined method 
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may be agreed upon some time next year. 

Since in the last issue of our Magazine, we dis- 
cussed at length the pros and cons of the two forms 
of taxation, we will not undertake a repetition of 
our views. Of more importance is further study, if 
only hypothetical, of the varying manner in which 
either increased income taxes or EPT might affect 
the net earnings of leading corporations. As it would 
be impractical to project pretax earnings for 1951, 
the most logical alternative is to use earnings for 
the current year, and even here it is necessary to 
estimate taxable profits for the fourth quarter. 

While such a formula can not lay claim to accu- 
racy, it should serve its purpose of illustrating how 
tax impacts may vary for different concerns under 
several tax methods. In the appended tabulation, 
we list a number of companies with statistics com- 
piled along the lines we have discussed, and with 
their EPT exemption base raised to 85° of taxable 
earnings to accord with the House bill, compared 
with 75% as proposed by the Administration. 

The foregoing rise in the exemption base, it is 
interesting to note, will substantially increase the 
number of concerns that would actually earn more 
under EPT than under a 
straight 55% income tax. 


per share would have been quite substantial. 

A similar case is presented by Industrial Rayon, 
whose projected earnings of $6.10 a share under 
EPT would have been larger than $5.75 with a 
straight income tax of 55%. In this instance the 
impact of a 50% tax would have reduced current 
years’ net only from $7.45 per share to $6.40, still 
covering dividends by better than two for one. 


Well Sheltered Position 


Record earnings in 1948 and a high prewar aver- 
age generally imparts a very well sheltered position 
to Link Belt Company in regard to excess profit 
taxes. When operating earnings declined by an esti- 
mated 9% in 1950, the company would have had no 
excess profits tax at all to pay. Under a 55% income 
tax rate, though, net earnings of $6 per share would 
have just covered $6 paid in dividends, and a 50% 
rate would have brought earnings up only 80 cents 
a share. In this case quite obviously the current divi- 
dend rate would seem too liberal to hold, unless the 
company’s operating profits rise substantially next 
vear. (Please turn to page 302) 
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Effects of ... 
Cutbacks on 


CONSUMER 
GOODS 
INDUSTRIES 


By PHILLIP DOBBS 


White a sharp speed-up in the rearmament 
time table as a result of the military reverses in 
Korea could affect the N.P.A.’s schedule of home 
front controls, there is little likelihood of any great 
rush in this respect for the time being. 

N.P.A. in the past has been criticized that indus- 
trial controls so far imposed were running ahead 
of the military production program and at times it 
certainly looked that way. But events have been 
catching up and probably a lot of minds have been 
changed in the last week or so. Controls promulgated 
to date or scheduled for the coming weeks will be 
adequate, nevertheless, to cope with whatever needs 
may arise in the near future, always barring a 
bigger war, the threat of which cannot be dismissed. 

But even on the strength of existing controls, the 
parade of civilian cutbacks has now begun, chiefly 
reflecting limitations on the use of scarce metals 
for civilian production. In the recent past, there 
have been limited production curtailments in vari- 
ous industries because of shortages of flat rolled 
steel, and while they were not too serious, they have 
led to lay-offs of several thousand men in affected 
industries. More of this sort is to be expected as 
the non-ferrous metal supply for civilian output is 
now being reduced. 

Non-defense use of aluminum has been cut by 
35%. The use of cobalt for civilian goods in Decem- 
ber has been limited to 50% of average consumption 
in the first half of 1950. And copper use for civilian 
purposes in the first quarter of 1951 will be slashed 
initially 15%, then 20%, in order to conserve sup- 
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plies for the arms pro- 
gram and for Federal 
stockpiling. The cut in 
copper is rather milder 
than anticipated and 
therefore likely to be 
extended as the arms 
program gets under 
way. Yet it will affect a 
wide variety of indus- 
tries using brass and 
copper, including auto- 
mobiles, communica- 
tions, radios, electrical 
appliances and_hard- 
ware. 

Cobalt is used exten- 
sively in radio and tele- 
vision sets and will 
sharply affect these 
lines. The curtailment of 
aluminum supply will 
hit electrical appliance 
makers and numerous 
manufacturers of house- 
wares and all sorts of 
“gadgets.” Further re- 
strictive effects will fol- 
low the 35% cut in the 
civilian use of nickel 
and the 20% cut in zinc, 
beginning January 1. 

Civilian cutbacks, in 
short, are well under 
way and the “painful” 
period in rearmament is 
just ahead. The “pain” 
will grow as arms mak- 
ing expands and disloca- 
tions may often be se- 
vere, not only from a production standpoint but that 
of employment as well. Cutbacks may force large- 
scale layoffs in autos, appliance and other industries 
ahead of the time when armament industries are 
ready to supply jobs. And with cutbacks spreading, 
new controls may well be forced. 

Throughout the country, manufacturers have 
been waiting fearfully for the metal cutbacks for 
civilian goods production, knowing full well that 
ramifications may hit in unexpected places. One or 
the other of the controlled metals goes into virtually 
every type of durable product including capital 
goods for industries which may not enjoy any 
preferences because of their “essential” character. 
Thus makers of textile machines, as an example, 
fear that their industry may “stagnate” once metal 
cutbacks take effect. 








Cutback in Television Industry 


The first big war-born cut in major consumer 
appliances has already been made in the television 
industry, with the prospect of still sharper slow- 
downs on TV production lines and probably also 
higher prices to compensate for rising costs and 
shrinking profit margins. A number of leading TV 
producers have quietly cut output between 10% 
and 40% and the general impression is that the in- 
dustry by spring will be operating at only 50% of 
the recent peak rate so far as TV output is con- 
cerned. In the event of total war, TV output would 
quickly shrink to zero. 
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Behind this slowdown is the mounting shortage 
of components such as tubes, resistors, copper coils 
and transformers, and curiously enough the short- 
age to date was not so much due to metal cutbacks 
but simply the result of the superboom in the in- 
dustry and the scramble to beat future shortages. 
There has been a good deal of trafficking in grey 
and black markets with the result that virtually 
everything has become extremely tight and expen- 
sive. With metal limitations only beginning to hit 
production, cutbacks will widen and deepen. Not 
only will TV sets cost more in the future, they will 
be harder to get as well. 

The cobalt pinch not only affects TV and radio 
makers but also home appliance manufacturers 
since cobalt oxide is an essential ingredient in mak- 
ing enamel, a widely used coating for stoves, re- 
frigerators, washing machines, cooking utensils etc. 
With cobalt use cut to 50%, there will be less 
enamelware of every kind, but home appliance 
makers will additionally be plagued by curtailed 
supplies of copper, aluminum, and zinc, not to 
mention steel sheets which already are extremely 
short. 

Still, how soon controls will nip civilian output 
will vary from company to company. Shortages of 
raw materials are already upsetting factory output 
in spots even though the new restrictions aren’t 
generally felt yet. Much depends on individual in- 
ventory positions, and there has been a great deal of 
precautionary accumulation in recent months. Up till 
recently, flat steel has been the biggest headache. It 
has led to shutdowns of the Nash-Kelvinator elec- 
tric range and refrigerator plant at Grand Rapids, 


It means lower earnings anead for the auto industry, 
and that includes the parts manufacturers as well, 
quite aside from the impact of higher taxes in the 
offing. 

As it is, the industry is caught in an economic 
squeeze play that could result in the least profitable 
postwar year unless very substantial cost savings 
can be achieved. One way out would be increased 
selling prices but in a period marked by anti-infla- 
tion moves, such a resort would not sit well. The 
case against higher auto prices is further strength- 
ened by sluggish sales since the inception of credit 
curbs. Though lower production volume portends 
higher unit costs, the industry is likely to bend every 
effort to limit price hikes. 


Outlook for Appliance Industry 


Somewhat similar is the outlook for the electric 
appliance industry, likewise plagued by credit re- 
strictions and metals shortages. Eventually defense 
orders will compensate for enforced cutbacks but 
lower production volume, lower sales and lower 
earnings loom ahead. It has been estimated that 
appliance output ultimately could decline as much 
as one-third. 

General Electric, for example, already announced 
that it is forced to cut back production of appliances 
about 25‘: starting the first of January because of 
Government allocations of materials. This would still 
leave output at GE next year at around nine million 
units, comparable to 1949 which was a very good 
year, but there is no assurance that such a production 
rate can be maintained (Please turn to page 298) 





directly affecting 4,000 workers and indi- 
rectly another 1,200. It has also led to 
slowdowns, and sometimes temporary shut- 
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downs, in various automobile plants. But Maar ainen — 
the big impacts are yet to come. Just what PASSENGER TIRES, RUBBER 
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The automobile industry, which pro- 
vided one of the mainstays of the postwar 












































boom, now faces a situation where de- 400 s 
mand is being limited by credit curbs, and 
supply by defense cutbacks. This turn of 200 4 
affairs is pinching dealers and frightens 
full-employment conscious labor unions. It 0 
is at a ee of concern to the auto THOUSANDS THOUSANDS 
manufacturers despite the knowledge that 800 800 
they can eventually obtain defense orders fash pel Poncho 
that will compensate for any cutbacks 600}- -|, 600 AND GAS) 
though this may take some time. 2 
In the months ahead, the outlook for the 400 F414 400 
industry is a new and lower production 
plateau, wholly artificial yet real enough. 200 “44 200 
Under the impacts of metal cutbacks, : 
automobile production may gradually fall ° 0 
to a 1951 annual rate of some five million 
units or less, perhaps no more than 414 MILLIONS THOUSANDS 
million compared with an indicated 1950 6 ADIOS 800 EVISION 
peak output of 6.7 million and an August/ (INCL. RADIO-PHONOGRAPH RECEIVERS 
September production rate of nine million saad Sccacinataana ~~ aes | ©00 Funct. RADIO-PHONOGRAPH 
cars and trucks annually. No one expected a ical 
that pace to keep up but the indicated de- Br + 400ry 
cline will nevertheless be sharp, though a 2 
five million car year will still be excellent 4b + 200 2 
measured by any other standard than this . 
year’s. Generally, the shortage of steel, o LE: el Eo o laze py ELE 
copper and aluminum rather than credit 19940 48 49 “1950 ~ 1940 48 49 ‘iso ™ 


restrictions will be a check on production. 
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ACTIVE LAME DUCK SESSION 


By E. K. T. 


COMPLAINTS against curtailment of mail deliveries 
are being less frequently heard, and this poses a 
problem for postal workers unions who realize they 
must keep the ball rolling if the ranks of their em- 
ployed are to be kept filled, enlarged. Fuel will be 





WASHINGTON SEES: 


After many years of synthetic “national emer- 
gencies” which had served to give the term a 
political coloration, congress is faced with a genu- 
ine one and early signs point to resolution to cope 
with it on a realistic basis with partisanship 
shunted to the background. 

In the White House, too, indication is that Presi- 
dent Truman wi.| tackle the job in the same frame 
of mind. Forecast that the large list of the party 
faithful made jobless at the November election 
would turn up in high-salaried administrative posts 
seemed unlikely to be borne out. Since he went 
into the Executive Mansion, Mr. Truman has estab- 
lished a good record in that respect; he has 
brought fewer lame ducks into his official family 
than most of his predecessors. More than ever, he 
will wish to avoid clashes with the senate on con- 
firmation of “crony” nominees. 

In the senate, the democratic party is likely to 
carry through its resolve to set up an anti-Truman 
control, but it is not likely to invite critical public 
reaction by “doing a job” on the incumbent. Sen- 
ator Ernest McFarland of Arizona is scheduled to 
be the new leader. He can count 30 of the 49 
democratic votes as his—most of them from the 
southern area from which opposition to the Fair 
Deal arises. This concentration of support behind 
McFarland was intended primarily to slap down 
the civil rights program, bury it in committee. That 
won't be necessary now. Reform legislation is out 
“for the duration” and this will heal the real sore 
spot aggravating relations between the two demo- 
cratic factions. 

Republicans still are demanding their larger 
share in making foreign policy but they'll support 
the national defense program—which, after all, is 
the only important one extant. 
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added through publicity volleys to be loosed for the 
remainder of this year, then congress will be urged 
to investigate the postal service throughout. Statis- 
tics being prepared by the postal workers will, they 
say, support their contention that the economy pro- 
gram is a misnomer; that premium pay for services 
to hush up complaints thins the savings. Such a 
probe, they believe, will be backed by public demand. 


REVERSES in Korea have ended the prospect of keep- 
ing supply and demand in semblance of balance 
through voluntary controls. From now on restric- 
tions on production and merchandising will come at 
an accelerated pace, cover a much broader field than 
was envisioned before the “out of the trenches by 
Christmas” wave swept the country. Quick conver- 
sion will hit the small operator—the wartime subcon- 
tractor—hardest, give the control agencies their most 
numerous, most painful headaches. Spokesmen of 
“little business” say their members can stand a cut- 
back up to 35 per cent of normal production, but 
only briefly, and only if assured orders are enroute. 


WHITE HOUSE mention that use of the atomic bomb 
in Korea is under consideration caused a commo- 
tion in this and foreign capitals that was unwar- 
ranted. Daily newspaper headlines, by the very 
limitation of space, gave an erroneous impression 
of what the President had in mind. Perusal of the 
stenographic report of Mr. Truman’s press confer- 
ence confirms that he said only that the atomic 
bomb’s use always is under consideration (otherwise 
why develop it?) ; that he had not given permission 
to use it, doesn’t contemplate giving such permis- 
sion now; that he looks with horror upon use of any 
weapon which, he reminded, has the capacity to de- 
stroy thousands of innocent civilians. 


RAILROAD labor groups have seized upon the disas- 
trous Thanksgiving Eve wreck on the Long Island 
line to begin a new push for doubling the crew in all 
engineer cabs. And it must be conceded that they 
have found a supportable argument for their in- 
sistence that a single heart beat now stands between 
safe travel and catastrophe. They are seizing the occa- 
sion to argue also that the Long Island happening is 
proof that the opprobrious term “featherbedding”’ is 
used only as an escape from the realities of safety. 
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The congressional session that "wasn't going 
to amount to much," may become one of the most important 
‘in history. The swift turn of events in Korea changed 
the assembly from a gathering of potential time-passers 
to one of momentous business. It got off to a pedestrian 
start; congressmen met, exchanged greetings — then 

voted to take two days off to "look around." Prospect 
then was that they'd still be looking around when the 
session was gaveled out of existence. Then came the 
stunning word from the Pacific. 


The agenda before the lawmakers was a lazily- 
prepared one, intended to be handled in much the same 
fashion; rent coritrol — extension for a few months, 

if debate didn't become too bothersome; some funds to 
clear up a war that waS supposed to be ending — but 
proved to be only picking up momentum; writing a record of 
excess profits tax but letting it go at that and moving the 
issue over to the January meeting. 









































In the house, almost one out of euch seven members had been repudiated 
at the polls — 64 lame ducks there. In the senate, 10 per cent of the membership 
was beginning to pack, return to private life. All these were to bow out ina 
colorless fashion, have no opportunity to establish a record interesting enough to 
Stave off political oblivion. The White House had failed to receive the "mandate" it 
expected at the polls, was preparing to spa: with its opposition and let it go at 
that. And Senator Robert A. Taft suggested (probably facetiously) that the two 
houses convene, then "go home." 


























The news from Korea threw congres:: into a frenzy of action. No amount of 
funds asked by the President would be too much it was agreed; the greatest expansion 
of military forces since World War 2 begar:: excess profits tax in some form moved 
to passage or close enough to simplify the .ob of the new congress. Labor shelved 
talk of Taft-Hartley Act repeal. 














As a sop to labor, the congressme: expressed interest in a suggestion 
from CIO economists that new pay increases take the form of savings bonds. The idea 
hadn't jelled, and it could have only collateral effect on legislation, having 
more direct bearing upon administrative activity, as, for example, the subject of 
wage ceilings. But it provided an escape from the real business at hand. However 
it appeared certain that the CIO would have to take further action before applause 
would be forthcoming; propose for instance, a type of bond readily and immediately 
negotiable or redeemable. And there the basic objection to be overcome, namely, 
that these bonds would increase production costs, merely postpone the day of 























Communists at home and abroad were concerns of the congress as it made 
its start. The internal security act was already under vigorous assault but drawing 
firm defense; Flushing Meadows was being watched for developments on the Chinese 








saw it, of rushing more aid to Marshal Tito, lest Yugoslavia fall into the hands 

of the Reds. Entanglements were certain io wesh the Tito question; diplomatic, 
involving his treatment of neighbors especially with respect to territory; military, 
involving armed aid which had been the forerunner of economic assistance; even 
religious, release of imprisoned clergy. 











Confident that they had engineerec! the retirement of State Secretary 
Dean Acheson to private life and that the date of his departure was the only 
undetermined aspect, Administration foes were readying a new ouster — that of 
Agriculture Secretary Charles Brannan. In ihnis, there seemed to be bi-partisan 
agreement. Many of the lame ducks, seeking ic explain their own defeat, blamed the 
author of the now-discredited "Farm Plan." Brannan was in retreat; he had 
cancelled the egg Support program — only atter the country had invested 100 million 
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dollars in surplus eggs, and according to the Secretary's presumably optimistic 
statement stood to salvage not more than 15 million dollars out of the gamble. 














A two-year, Department of Agriculture study brings up the prospect of 
expanding trade in farm products through deals with European cooperatives. Surveys 
were made in England, Norway, Belgium, the Netherlands, Sweden, Denmark, France, 
Switzerland, Italy, Germany, Finland, Greece and Portugal. Idea is that cooperatives 
here would deal directly with similar combines in those countries. The report has 
an optimistic flavor, somewhat adulterated by this conclusion: while there are E 
many opportunities for establishing trade, how rapidly this can be developed depends 
upon more favorable conditions for conducting international trade. Each cooperative 
and each country will have to be studied separately. 
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Maine potato growers are lighting fires under the National Production 
Authority to get action on a proposal to convert 30 million bushels of surplus 
potatoes into industrial alcohol. Object is two-fold: to save the potatoes from 
becoming a total loss; to aid the synthetic rubber program. Growers have figures 
to support their claim that this step would save almost 2 billion dollars for the 
preparedness program, provide 18 million gallons of alcohol at a saving of 10 cents 
a gallon under present market. Alcoholic beverage industries have an interest too. 
Consensus after several independent surveys is no true shortages in rye, Scotch, or 
bourbon impends but that gin will be in short supply soon. To this is added the 
usual warning, "unless things worsen." 









































John L. Lewis has been eyeing negotiations between management and labor in 
the steol industry with a patience that isn't true to type. Reason is that the 
mine workers chief is confident the steel industry will pay off handsomely, set the I 
pace for the coal mines. Lewis settled last time for pay boosts and other benefits 
under a contract described then as "bringing a two-year peace to the coal industry." 
But in the small-type sections is a provision that 30 days' notice on either side 




































































































































































can reopen the pact after the first quarter of 1951. With living costs at an y 
all-time high and pay raises going into effect all around, John L. won't pass V 
that one up. le 
It's now clear that Administration sources and semi-official spokesmen . 
had something very definite in mind when they talked of excess profits taxes on e 
individuals. What really was meant was “Selective taxation on certain personal n 
income brackets." If it sounds familiar, there's a good reason. It is in essence t 
and form the program FDR put forth soon after the outbreak of World War 2. The f 
White House proposed then that a $25,000 ceiling on personal incomes be enforced. le 
Here's the tie-in: Treasury has submitted a report to congress citing, with studied n 
emphasis, the fact that 242,000 individuals in the United States will have Vv 
$25,000-plus incomes in 1950. 8 
Congress of Industrial Organizations has found it profitable in more ways than 5 
one to expel communist-dominated affiliates. Taking stock as the calendar year nears | 
its end, President Phil Murray reports the dues-paying rolls to show an increase over : 
last year, despite the lopping off of extreme leftists. Designation of the communist q 
party as subversive -- a recent Department of Justice action -- is expected to have a 
beneficial effect upon CIO enrollments, Murray admits. Meanwhile, Harry Brides, r 
Pacific Coast labor leader out of jail on appeal bond following a perjury conviction, | 
has been in Washington attempting to organize a federation of unions in competition with : 
CIO and AFL. Confronted by the Justice Department interdiction, union card holders \ 
aren't rushing to join up. k 
Anti-Truman democrats in the senate made their first bid for a strengthened f 
coalition with the republicans when they conducted a filibuster "trial run" in the t 
second day of the "lame duck" session. They handled the Alaska statehood proposition i 
alone, forced substitution of the rent control bill extension. Significance lies in 
the fact that, if admitted to the Union with full statehood rights, Alaska could be 1 
expected to add two democratic senators to the paper-thin lead now held by the party to ‘ 
which the southerners nominally belong but don't support. ’ 
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MEXICO’S BOOMING ECONOMY 


By V. L. HOROTH 


be he future has never looked so hopeful for 
Mexico, as it has since the outbreak of the Korean 
war. Industries are working at full capacity, at a 
level from 70 to 80 per cent higher than before 
the war. 

Every month brings reports of scores of new 
enterprises being established either by local pro- 
moters or by American and other foreign corpora- 
tions. The past crop has been one of the largest on 
record, and will bring excellent prices, especially 
for cotton. The copper, zinc, and particularly the 
lead mines, spurred by high prices, are turning out 
more metal than at any other time since the last 
war. Petroleum output will be the largest on record 
since 1926. 

The expansion of electric power capacity, up some 
50 per cent in three years, is being pushed relent- 
lessly, and efforts are being made to expand and 
modernize coal mining. And there is still not enough 
electric power being produced to meet the potential 
demand. 

People have more money than ever before. The 
national income is currently running at the equiva- 
lent of about $3.2 billion (28 billion pesos) as com- 
pared with about $1.3 billion before the war. Retail 
sales are spiraling to new records. Similarly, motor 
vehicle ownership, now around 330,000, has never 
been higher. 

Like our northern neighbor, Canada, Mexico is 
going through the second economic upswing during 
the past ten years. With the dollar market expand- 
ing, Mexico will unquestionably do much more busi- 
ness with the United States in the future. But at 
the same time, with the United States pre-occupied 
with re-armament, Mexico will have to be more self- 
sufficient and provide for her own expanding needs. 
The prospects are that Mexican economic: activity 
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will establish itself on a new and higher plateau, 
again very much as in Canada (the comparisons are 
intentional, to make the reader understand better 
the essential differences between our two nighbors). 
But there are weaknesses and strains. Control of 
inflation is perhaps the most important of them. 

The post-Korean developments in this country 
have contributed more than anything else to the 
re-examination of Mexico’s prospects and possibili- 
ties. And not without reason. During the five year 
period 1945-49, less than $60 million of American 
capital ($25 million in 1945-47, $16 million in 1948, 
and probably about $20 million in 1949) were in- 
vested in Mexico. And then, all of a sudden, a flow 
of $1 to $2 million a day was reported. By this time, 
Mexico must have received during the past four 
months at least $125 million, or twice as much as in 
the 1945-49 period, but considerably less than the 
$750 million estimated to have been received by 
Canada during the last few months. 


Not a Permanent Refuge 


Unfortunately, only a small portion of this capital 
intends to stay in Mexico permanently. The bulk of 
it consists of American and Mexican-owned dollar 
balances, seeking either a temporary refuge (de- 
pending upon international developments) or hoping 
to make a quick profit through an upward revalua- 
tion of the Mexican peso. The action of Canada 
spurred rather than deterred the speculator. 

Unlike in Canada, the prospects for an up-valua- 
tion of the Mexican peso have never been good, and 
they are getting slimmer every day. The reasons 
are plain. Mexico, like Canada, is a “new” country 
from the viewpoint of modern economic develop- 
ment, and must continue to attract foreign capital. 
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Because she is an agrarian country, her capital ac- 
cumulations—the national savings—are small. 

Besides, until recently, she has lacked well-de- 
veloped facilities such as investment houses, through 
which her native capital could have been directed 
into proper channels. “Mexico’s needs for economic 
expansion are so many”, observed last month Mexi- 
co’s able Secretary of the Treasury, Senor Beteta, 
“that no matter how much capital comes, productive 
uses can always be found for it. Investment for 
production is particularly welcome.” 

To attract capital, Mexico is likely to be more 
successful if she keeps the peso cheap, i.e. somewhat 
undervalued in respect to the American dollar. That 
was one of the reason’s why Mexico let the peso find 
its own level during the 1948-49 period. All the high 
Mexican Government officials, including President 
Aleman, have again and again denied any intention 
to up-value. Only a few days ago, a spokesman of 
the Treasury stressed that ‘“‘there is no intention of 
revaluing the peso; this decision is definite and bind- 
ing for financial and political reasons.” 


Cheaper Peso Spurs Exports 


Moreover, the cheaper peso is also good for Mexi- 
can exports, and for the largest export industry : the 
tourist business. Since the “gringos” have been get- 
ting 8.65 pesos for their dollars instead of 4.86 pesos, 
the tourist business has been booming. Twice as 
many Americans visited Mexico in 1950 as during 
the prewar banner year, 1939. They are estimated 
to have spent at least $150 million, compared to 
$135 million in 1949 and $104 million in 1948. 

President Aleman’s administration has been con- 
scious of the importance of tourist income for 
Mexico’s economy. Nearly 10,000 miles of roads 
were built or imroved. Another north-to-south link, 
the Mexico City-E] Paso highway, was opened this 
year, and the Pan-American Highway is now pass- 
able to within sight of the Guatemalan boundry. And 
Mexican prices look real cheap. 

Prior to the devaluation of the peso from 20.6 
cents to 11.6 cents, the Mexicans were always eager 
to buy American cars, radios, and household appli- 
ances, particularly as they cost less than the domestic 
product. The 1948-49 devaluation cut purchasing 
power sharply, and, besides, the Government im- 
posed strict controls on imports from the United 
States. But the “dollar gap” was reduced, and a 
further improvement followed the outbreak of the 
Korean war, when Mexico was swamped ‘vith 
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U. S. Direct Investments in Mexico 
| By Industrial Groups 


(In millions of dollars) 





| 
| 1929 1943 








|Petroleum . 206 | 

Mining : ° 230 108 

Utilities and railroads : 164 106 

Agriculture ....... ; a 59 14 

| Subtotal 659 233 

| Trade and finance 9 23 | 

Manufacturing . 6 22 

Others ; idee 8 9 
Subtotal ...... sisiied Seannaveies 23 54 

Grand Total ........ : .« B2 287 

















Source: U. S. Treasury Dept. 
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American orders for more copper, zinc, lead, ferro- 
alloys, vanilla beans, bananas, coffee, chicle, hene- 
quen, cotton (for re-export), spices, and vegetable 
oils. 

As will be seen from the accompanying table, 
Mexican imports are currently running at about the 
same annual rate as in 1949, which will make them 
about $460 million. In contrast, Mexico’s exports are 
running at an annual rate of about $300 million, 
compared with $240 million in 1949. Hence the dol- 
lar gap in her trade with us is likely to be only about 
$150 million, compared with $218 million in 1949, 
and $275 million in 1947. 

Overall Mexican exports and imports are likely to 
be balanced in 1950 at around the 4 billion peso level. 
This is an unprecedented figure for Mexico, attesting 
to her growing economic strength—even if one con- 
siders the steady rise in prices, which are now about 
314 times as high as before the war. Prewar (1937- 
39) exports averaged about 700 million pesos, and 
the imports about 600 million pesos. 

As a matter of fact, the overall trade during the 
past few months has been showing considerable ex- 
port surpluses, reflecting the movement of cotton 
and coffee. Owing to a good crop, the exportable 
surplus of cotton was estimated at about 650,000 
bales; prices received will be from 25 to 30 per cent 
higher than last year. The coffee crop will be about 
1.1 million bags, or about 10 per cent more than in 
1949. 

Mexico is eager to push her trade with Western 
European countries, particularly with Germany, 
once her second largest trade partner. She is in the 
market for European industrial machinery, elec- 
trical and railway equipment, chemicals, and auto- 
mobiles. But the trade depends largely on her ability 
to produce large enough surpluses of rice, sugar, 
coffee, fodders, oil seeds, spices, and, above all, cot- 
ton. The Mexican trade commission that has just 
returned from a six-month trip to Europe is reported 
to have landed over $100 million in orders. 


The remarkable improvement in the Mexican 
trade picture the inflow of foreign capital, the record 
tourist business, and a number of foreign loans, 
have been instrumental in building up Mexican gold 
and dollar reserves. According to the latest semi- 
official disclosures, the Bank of Mexico’s gold and 
dollar reserves are now around $230 million. To this 
figure must be added some $80 million kept by Mexi- 
can nationals in New York and Texas banks—despite 
considerable repatriations. 


Gold And Dollar Holdings Doubled 


The combined official and private gold and dollar 
holdings exceed $300 million. This is more than 
twice as much as in the spring of 1949, just before 
the peso stabilization was announced, and about 
$100 million less than the peak post-war holdings of 
$400 million in the winter of 1945. Briefly, Mexico 
has successfully recouped her economic strength, and 
for this, credit must be given, above all, to President 
Miguel Aleman, and to his perseverance in attacking 
his country’s most urgent problems. 

Although some 62 per cent of Mexico’s gainfully 
employed population is engaged in farming, the pri- 
mary need today is to produce more food. There is 
a big market in Europe for Mexican cotton, oilseed, 
coffee, cocoa, and other agricultural products if large 
enough surpluses could be produced at lower costs. 
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Second, inflation could be held in check much bet- 
ter if more foodstuffs were available and at lower 
prices. Third, Mexico’s market for her own indus- 
trial products would be broader and healthier if the 
purchasing power of millions of small farmers, now 
nearly self-sufficient out of sheer necessity, could 
be raised. 

As a matter of fact, the earlier view, that Mexico 
needs more industries to become more self-sufficient 
and to provide employment for her rapidly growing 
population, is giving way to a view that Mexico may 
find herself “over-industrialized” unless her mineral 
and agricultural production expands. Too much in- 
dustrialization may produce an unbalance. 

The growth of population, which is twice as fast 
as in the United States, and a rapid urbanization 
likewise require an increased production of food. 
According to the 1950 census figures just released, 
Mexico’s population now exceeds 25 million, com- 
pared with 19.5 million in 1940, and 16 million in 
1930. The chief reason for the population growth 
is not so much the birth rate, which has remained 
steady, but a decline in the high mortality rate due 
to the recent strides in health and sanitation projects. 


Marked Growth in Urbanization 


The growth of urbanization has been even more 
remarkable. The population of what may be called 
the metropolitan area of Mexico City rose within 
one decade from about 1.7 million to 2.9 million, 
making Mexico City the third largest city in North 
America. Such industrial cities as Monterrey, Leon, 
and Matamoros have doubled their population. But 
the biggest increase has been in the areas adjoining 
our own boom states, California and Arizona. Mexi- 
cali, on the edge of the Imperial Valley, has for 
example nearly trebled its population in one decade, 
to almost 150,000. So did Tiajuana and Ciudad 
Juarez. 

The area under cultivation in Mexico is now 
about 25 million acres, or just about one acre per 
person. This compares with about 3 acres per person 
in the United States and 414 acres in Canada. More- 
over, Mexico’s crop yields are considerably below 
those in the United States and Canada. There is not 
enough cultivated land. That is the problem in a 
nutshell. How can it be remedied? 

One way out lies in the extension of the cultivable 
area—and, in this respect, President Aleman has 
done more than any of his predecessors. Theoreti- 
cally, Mexico’s cultivable area can be doubled, but 
not without building extensive and expensive irri- 
gation projects, dams, canals, etc. Moreover, to put 
water behind the dams, reforestation is needed. And 
so the Aleman Administration has launched a vast 
reforestration program. The making of charcoal, 
which more than anything else has contributed to 
the cutting down of forests, is being discouraged. 
People are being urged to use kerosene, which has 
been made as cheap as charcoal. No charcoal can be 
shipped to Mexico City. 

A second way of encouraging food production lies 
in the increased use of fertilizers and improved 
farming methods. With the cooperation of the 
Rockefeller Foundation, a start has been made in 
providing the farmer with better seeds. To encour- 
age the private landowner to improve his land, the 
Aleman Administration has eased the collectiviza- 
tion. At the same time, however, the farm coopera- 
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Mexican Foreign Trade 
Overall Trade Trade with U. S. 
Imports Exports 
Exports Imports Balance from U.S, toU.S. Balance 
(000,000 pesos) (in 000,000 U. S. $) 

1937 . 761 631 -+ 130 109 60 — 49 
1938 664 515 + 149 62 40 — 22 
1939 732 663 + 69 83 56 — 27 
1946 1,545 2,751 —1,206 504 233 —271 
1947 1,981 3,363 — 1,382 627 254 —373 
1948 2,604 3,120 — 516 521 246 —275 
1949 3,396 3,525 — 129 462 244 —218 
1950 = — _ -- = — 
1 259 313 — 54 41 27 — 14 
ee 212 311 — 99 34 23 — 11 
M 245 313 — 68 39 24 — 15 
A... 219 302 — 83 36 21 — 15 
mM. 296 314 — 18 36 27 — 9 
1 oe 235 312 — 77 39 25 — 14 
| Bee 401 376 + 25 40 22 — 18 
a. 397 346 + 51 40 27 — 13 
PS .:. 440 379 + 61 47 29 — 18 
| 














tives, the ejidos, are encouraged to buy better 
equipment and otherwise to increase their produc- 
tivity. 

Though the stress is now on increasing agricul- 
tural production and the productivity of farmers, 
there has been no abatement in industrial growth. 
The Banco Nacional reports that in the Federal 
District alone, some 600 new industrial enterprises 
were established during the 18-month period ending 
last June. The building industry led with the greatest 
number of concerns, with the textile industry in 
second place, and the chemical industry in third. 
By American standards, most of the establishments 
were small. 


There has been a long list of American firms going 
down to Mexico, attracted by tax exemptions con- 
ceded to new enterprises. American branch plants 
are now producing synthetic textiles, tires, refrig- 
erators, radios, breakfast foods, fertilizers, trucks, 
tractors, motor cars, and a host of other items. From 
September 1949 to the end of July 1950, some 60 tax 
exemptions were granted to new firms. Gross invest- 
ments in industrial enterprises, which were 700 mil- 
lion pesos in 1940, increased to 3.3 billion in 1948 
and at present are probably around 4.5 billion. 

Total U. S. investments in Mexico were put in 
1948 at about $325 million. They may be between 
$350 and $400 million now. About one-third is in- 
vested in mining enterprises, another one-third in 
public utilities (Mexico Light and Power, and Amer- 
ican and Foreign Power), and the remaining third 
in manufacturing, trade, and petroleum extracting. 
In general, the yields on direct investments in 
Mexico have been below the average for U. S. in- 
vstments in Latin America. The latest available 
figure for 1946 is 7 per cent, compared with 3 per 
cent in 1939 and 4 per cent in 1940. 

Investment or market opportunities in Mexico 
cannot compare with Canada or even Venezuela. But 
she is forging steadily ahead, and as was pointed out 
earlier, the post-Korean developments are likely to 
life the whole Mexican economy on a higher level. 
The rapid growth of population is the source of both 
strength and weakness. Fortunately, the leadership 
of the country is competent and sincere, and aware 
that a better balanced economy is essential to future 
progress. 
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) an is none too 
strong a word to be used in 
describing Southern Pacific’s 
recovery from depths of the 
depression of the 1930’s. Mem- 
ories are traditionally short in 
financial markets, but one 
does not need to turn to old- 
timers to discover recollec- 
tions of this road’s precarious 
position twelve or fifteen 
years ago. Even as recently 
as 1941, Southern Pacific 
shares sold as low as $8. 

What has occurred _ to 
change the picture so dra- 
matically? And what about future prospects? These 
are vital questions for the investor to study in ap- 
praising merits of the stock as an investment at this 
juncture. Two major factors which lifted the road 
out of a serious predicament a decade ago and ac- 
counted in no small measure for recent prosperity 
hold out strong promise of even greater gains in the 
future. These principal influences are war conditions 
in the Orient and transition from steam to diesel 
engines in motive power. Before examining other 
relevant factors, suppose we take a look at the two 
important items. 

No better way to visualize importance of the war 
influence is afforded than by study of a map showing 
the strategic location of the system’s lines. Here it 
may be seen that the Southern Pacific serves the 
rapidly growing Pacific Coast from Portland in the 
North to Los Angeles and eastward along the na- 
tion’s southern border to Houston, Galveston and 
New Orleans. The system’s lines provide a major 
outlet for military traffic destined for the Pacific 
front. Moreover, rapid growth in aircraft output in 
plants located in southern California accounts for a 
sharp rise in freight volume. 

All manner of statistics can be marshaled to illus- 
trate actual and potential benefits of military opera- 
tions in the Pacific. It may be noted, for example, 
that gross revenues rose from about $231.9 million 
in 1940, the year before our involvement in World 
War II, to an estimated $595 million for 1950—an 
increase far greater than for the railroad industry 
as a whole. 

Reflecting in part rapid expansion of the aircraft 
industry in California, population has grown at an 
unusually fast rate in the Southern Pacific territory. 
It is estimated that between 1920 and 1940, popula- 
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tion growth approximated 35 per cent compared 
with about 21 per cent for other sections of the 
country. In the last decade the gain has shown an 
even wider margin. Although the rate of industrial 
progress along the Pacific Coast logically may be 
expected to slacken, it would not be strange if growth 
continued well above average for the country as a 
whole. California still is regarded as the most rap- 
idly growing state. 

Shift in locomotive power from steam to diesels 
has gained momentum only in recent years. Most of 
the road diesels and a high proportion of diesel 
switchers now operated have been purchased since 
the end of the war in August 1945. Benefits in labor 
economies have been notably encouraging. Poten- 
tialities for additional savings are promising, for at 
the end of 1949 the road still owned a high propor- 
tion of steam locomotives. 

Total steam locomotives owned (or held subject 
to equipment trusts) numbered 1,540 at the end of 
last year, while diesels totaled about 400. Manage- 
ment could effect substantial additional savings by 
replacement of virtually all steam locomotives now 
used. Plans call for continued enlargement of the 
diesel operations, since only about 36 per cent of 
ton-miles on the system are devoted to diesel oper- 
ation. 


Substantial Retention of Earnings 


As far as operating results are concerned, it may 
be noted that in the last ten years (1940-49) earn- 
ings available for dividends have averaged more 
than $10 a share, while payments to stockholders 
have averaged $2.62 a year, suggesting that earnings 
of over $7 a share annually have been ploughed back 
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into the business—or an indicated total of over $70 
' a share in the decade. Meantime, fixed charges have Comparative Balance Sheet Items* 
' been reduced from $29.8 million in 1941 to slightly 
more than $20 million this year, all of which savings December 31 
to the benefit of stockholders. Thus through ae — 
accrue to the benefit of stockholders. Thus throug ASSETS (000 omitted) a 
: debt retirement and outstanding improvement in — 
equipment facilities, earning power has_ been — seceeves Pa ---$ 33,744 $ rs +$ 31,010 
: trengthened against ossible recurrence of the emporary Cash Investments — < 
/  stren ga ap l Materials and Supplies .... 15,240 28,785 + 13,545 
adverse effects of a business recession. Other Current Assets .... 19,984 62,533 + 42,549 
Bolstering of the financial position makes possible _ || TOTAL CURRENT ASSETS 68,968 189,561 + —— 
further gains in operating efficiency through acqui-_ }|Property 1,649,547 1,835,382 + 185,835 
wee f faciliti A 7 h Reserve for Deprec. & Amort. . (cr.) 415,307 -+ 415,307 
sition of new facilities. At the same time, the PFOS-  flinvestments . 188,797 203,178 + 14,381 
pect of accelerated armament expansion—especially  ||other Assets... 12,200 11,158 — 1,042 
in aircraft—necessitates enlargement of equipment.  |}|TOTAL ASSETS $1,919,512 $1,823,972 —$ 95,540 
Although equipment trust obligations are relatively LIABILITIES 
large due to heavy expenditures in recent years for [| CURRENT LIABILITIES $ 53,948 $ 102,020 +$ 48,072 
diesel locomotives, management apparently feels cme sarang oe “mn uae 42s ee 
M ; 7 7 ; + . + xcess O nter-co. Liabilities ’ ’ — , 
justified in Hermamgr as Ree program of modernization |] oicr cnadjusted credits 16,828 34,433 + 17,605 
in transportation facilities. Financing may be pro-  |/other Liabilities ......... res — 67a 
vided partly through issuance of additional converti- || Accrued Depreciation .... 174,048 .. — 174,048 
ble debentures. Successful experience with the $37.7 _ ||Funded Debt poi pty “ tie 
million issue of 3s marketed last spring may per- a Stock a 0 oma 4 
suade the company to float a similar issue early next |] torat wiasiities $1,919,512 $1,823,972 —$ 95,540 
year. WORKING CAPITAL... $ 15,020 $ 87,541 +$ 72,521 
CURRENT RATIO ......... 1.3 18 + 3S 
Liberal Dividend Policy Appears Assured *(Southern Pacific Co.—including Transport. System Cos. & separately 
operated, solely controlled affiliated Cos. operating within the U. S.— 
Such being the case, investors interested in the excluding inter-Co. securities and open account balances.) 
company’s stock may gain assurance that a liberal 








dividend policy is likely to be maintained. Since the 
convertible debentures were sold to the public last 
April, about $12 million have been converted into 



































value of carrier shures, railroad authorities watch 
the transportation ratio as a significant factor. This 



















































































stock. In fact, conversions in the last week of Novem-_ sheds light on the extent to which costs have been 
ber pared debt by $4 million. Exchange of the bonds controlled. 
ed for stock apparently was stimulated by the desire of A low ratio of cost to gross revenues evidences 
he holders to participate in distribution of the 50c extra achievement in gaining maximum results from avail- 
an dividend which goes to stockholders of record No- able manpower and equipment. In this respect, 
al vember 27. The payment brings 1950 dividends to Southern Pacific has made enviable strides. The 
be $5.50 a share, best record since the dividend was transportation ratio (ratio of transportation ex- 
th omitted eighteen years ago. penses to gross revenues) of 36.3 per cent for the 
a Inasmuch as dividends were paid regularly at an first nine months this year (and probably as low 
p- annual rate of $6 a share from 1908 until 1932, when as 30 per cent currently) is among the best in the 
$1 a share was distributed in January, some observ- country. 
Is ers have felt that directors may 
of have in view re-establishment of SOUTHERN PACIFIC sx 
e] a regualr $1.50 quarterly rate in . a — {———_|-——— | Price Range —4 
ce the near future —assuming, of a Re folaing Co.f ff — : 1929 - 1935 = 
or course, that conditions afford hope a coment 2 Sas a SR bey ~ oo 
n- | of satisfactory operations that | { | SESS ee S| { | ECTS { | 
at might permit earnings sufficient | 
r- to cover increased dividend re- {-———| + sac 
quirements. ; : | Funaea Debt: — $591,373, 530 
ct Return to the $6 basis, which | |Shs. Common: 3,772,763 - no par- 
of prevailed for almost a quarter of | {Fiscal Year: Dec. 31 
e- a century, would warrant expec- - i Se f a 
y tations of further price apprecia- | Ss es ee oe 
Ww tion for the stock and would per- oe t a = 
1e mit debenture financing on terms a a 2 | A 
of more favorable for the company. aN tT 1 ae = 
r- Under normal market conditions a {_——— Hl ttt ——- } | 
it might not seem unreasonable { 20 
to look forward to a conversion ' is int Fi cel t 
basis at $65 to $75 a share, com- mt = lan A) SEER SCR 10 
pared with $55 on the present 3s, f _— Ca if as RIS "td OEE t 
y 1960. — ——}- caaiae Haas {——} - - | THOUSANDS OF SHARES — IE Est inated earnings ! 
i- Basis for further liberalization ooo — t ts 4 
e in dividends is found in the man- = : Hohl wr 
Ss agement’s outstanding progress ae peores | | 1943 | 1944 | Teas 1946 | 1947 1948 
S in operating efficiency. Although [1.62 [2.47 [9.16 ["22.64[ 17.80 [11.09 | 9.48 [6.81 | 9.41 | 10.27| 8.07_E 10.00}m 
k investors look primarily to earn- - - T - tT 1.00/ 2.00 | 2.50 | 3.25 | 4.00 | 4.00 | 4.50] 5.00 | ow 
ings and dividends as an index to 16.7 | 20.1 43.7 105.3} 98.3 80.3 | [112. 2 102.5 | 89.6 | 101.7} 85,4 [wee Cap suit | 
T 
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A glance at statistics for the industry shows that 
only two or three other large systems have as low a 
ratio for the first nine months this year. Of the 13 
roads that have as favorable a showing, most are 
small regional lines. Seaboard Air Line, another 
notably efficient carrier, had a ratio of 34.9 per cent 
for the period, while Frisco’s showing was not quite 
su good at 36.7 per cent and Northern Pacific was a 
trifle higher at 37 per cent. Pennsylvania had a com- 
paratively high 42.6 per cent and the Milwauixee 
Railroad showed up unfavorably at 42.4 per cent. 


Windfall from Mail Pay Deficiencies 


Earnings of railroads are to be boosted this year 
by a windfall in form of compensation for mail pay 
deficiencies. As a result of a settlement of litigation 
in which the carriers have sought to recover in- 
creased allowances for carrying mail in past years, 
back payments were made in September. Including 
$7.4 million from this source, Southern Pacific’s Sep- 
’ tember gross soared to $61.6 million for an increase 
over the same month of 1949 of 29 per cent. For the 
first nine months the improvement was slightly more 
than 9 per cent. Despite heavier equipment main- 
tenance charges and a jump in equipment rentals, 
net operating income for the first three quarters 
rose 42 per cent over the corresponding period a 
year ago. 

Latest turn of events points to prolongation of 
heavy shipments of war materials to the Pacific 
Coast. Unusual movement of military supplies to 
California ports has made available adequate empty 
box cars for transport of freight eastward and has 
considerably eased this problem. A serious car short- 
age had occurred in western Oregon. Prospects are 
regarded as favorable for satisfactory shipment of 
large supplies of perishables around the year-end. 

Exceptionally good results in the second half of 
this year point to a strong financial position at the 
year-end. Cash items recently approximated $160 
million, compared with total current liabilities of 
$126.6 million. Net working capital had been boosted 
to about $125 million from about $87 million at the 
corresponding period a year ago. Investments in- 
clude $40 million in Government bonds that may be 
utilized to pay taxes. 





Aside from the parent company’s own lines, 
Southern Pacific Company owns virtually all out- 
standing stock and other securities of Texas and 
New Orleans Railroad. Other railroad, highway 
trucking, electric railway, warehouse and terminal 
facilities also are owned, including steam railroad 
lines extending into Mexico. The Pacific Electric 
Railway, all of whose capital stock is owned, oper- 
ates electric lines in and around Los Angeles, where 
a growing population places the operation in a more 
favorable position than street railways in other sec- 
tions of the country. 

Southern Pacific also owns 88 per cent of the vot- 
ing stock of St. Louis Southwesern Railway (Cotton 
Belt), which itself has recorded a remarkable recov- 
ery from desperate straits. Another promising in- 
vestment is a 50 per cent interest in Pacific Fruit 
Express Company which operates about 39,000 re- 
frigerator cars serving Southern Pacific, Union Pa- 
cific and Western Pacific lines. Union Pacific owns 
the other half interest. Dividends from Pacific Fruit 
Express received by Southern Pacific last year came 
to $1,080,000, and a larger payment is projected for 
1950. The Pacific Electric also is expected to have a 
more satisfactory year than in 1949, when a book 


loss was reported. 

Regardless of the outcome of developments in 
Korea and elsewhere in the Far East, indications 
point to heavy movement of military supplies over 
coming months. In fact, this category looms as im- 
portant for the full year ahead. High rate of aircraft 
production also means greatly increased shipments 
of manufactures in both directions. As the origina- 
tor of the largest volume of railroad traffic in lum- 
ber, Southern Pacific appears destined to derive 
substantial volume from this classification in 1951. 
Sulphur and other minerals and chemicals have reg- 
istered large traffic gains in recent years over lines 
in Texas. 


Uptrend in Freight Volume 


With benefit of additional equipment now rapidly 
being delivered, the road is well situated to increase 
its freight volume. Orders were placed recently for 
5,000 additional freight (Please turn to page 297) 



































Long Term Operating and Earnings Record—(Southern Pacific Lines ) 
Total Railway Operating Net Gross Balance Total Net Net Div. Price Range 

Railway Operating Ratio Railway Income For Fixed Income Per Per 

Operating Expenses Operating Fixed Charges Share Share 

Revenues % Income Charges High Low 

— (Millions) (Millions) 
1950 (9 months) ...........$ 437.3 $ 320.7 73.3% $ 42.1 $ 51.1 $ 50.6 $ 15.3 $ 35.0 $ 9.02 $ 5.50(1)  *62%-49 |] 
Oe . S378 424.8 79.0 40.5 51.7 51.0 20.6 30.4 8.08 5.00 51 -32% 
IID cpcitvecsatecivonsnunaceves . 587.4 457.2 77.8 49.9 59.8 59.0 20.3 38.7 10.27 4.50 62%-4312 
| ER CONES 529.0 402.2 76.0 44.6 53.7 53.0 19.6 33.4 8.86 4.00 5014-34% 
IN issiscsssesestasenonnesporeiouns 484.8 431.4 88.9 41.5 49.3 48.3 23.1 25.2 6.70 4.00 70 -38% 
SUD ick cascvapisomsicise ots . $902 451.1 76.4 51.0 59.7 59.1 26.0 33.1 8.77 3.25 57%4-381 
WI ss seecssassisetpsseonsensucivd SAR 420.9 67.0 52.4 62.0 61.3 24.6 36.7 9.73 2.50 431-2312 
reer 5 369.2 61.8 Of be 86.3 85.5 27.1 58.3 15.47 2.00 3012-15% 
BON 2s bck cnidvanexpmenect sechee 272.6 57.6 102.5 109.6 108.9 28.6 80.2 21.28 1.00 18%-10 
|. | ee f 203.9 68.5 57.4 65.4 64.2 29.5 34.7 9.21 a 14%- 8 
| genes - . 2319 169.2 72.9 32.4 40.5 39.1 29.8 9.3 2.47 15%- 6% 

1940-49 
10 Year Average .........$ 495.6 $ 360.2 72.5% $549 $ 63.8 $ 62.9 $ 24.9 $ 38.0 $ 10.08 $ 2.62 70 - 6% 
(*)1950 Price Range to November 30. 
(1) Paid so far in 1950 to December 18. 
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... A Stake iin... 


Companies to Benefit 


from Industrial 
Expansion 


SELECTED BY OUR STAFF 


i combination of arms orders and indus- 
trial expansion drive, the latter closely tied to the 
defense program, points to a boom in capital goods 
industries that may well dwarf the dimensions of 
post-war industrial expansion. According to pres- 
ent plans, not only will direct armament orders as- 
sure heavy production schedules in numerous basic 
industries but there will be simultaneous emphasis 
on a steady increase of the nation’s basic industrial 
capacity with a view towards achieving maximum 
industrial preparedness against future contingencies. 

Thus plans are afoot for substantial increase of 
the nation’s steel capacity, for further extension of 
oil, natural gas and electric power facilities, all of 
which calls for a heavy volume of new equipment. 
Defense orders and the need to convert to military 
production as well as industry’s unceasing effort 
towards greatest possible operating efficiency have 
already enormously swelled the order backlogs of 
machine tool and special machinery builders. 

All these supplier companies stand to benefit sub- 
stantially from assured high level operations for a 
considerable period ahead. On this premise, we have 
selected five concerns whose shares should consti- 
tute promising media for investment under pros- 
pective conditions. Most of them already have been 
doing well prior to Korea but their potentials have 
been enhanced in no small measure by the new per- 
spective as outlined above. Because of the essential 
nature of their business, shortages of materials are 
not likely to be a problem to them because they 
should be assured of priority ratings. Nor do they 
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CUTLER-HAMMER, INC. 


BUSINESS: This company is one of the leading producesr of motor controls 
and equipment for operating machine tools, elevators, printing presses, 
etc. where special controls are necessary. 


OUTLOOK: The normally broad markets for the output of Cutler Hammer 
have substantially expanded under the influence of stepped up military 
production, because many of the company’s specially designed devices are 
applicable to aircraft equipment and power driven military vehicles, to 
mention only a few fields. Magnetic and electrical controls are also in 
heavy demand from a broad range of manufacturers employing modern 
high speed tools in the production of all kinds of durable goods. Switches 
for home appliances have contributed to an uptrend in incoming orders 
in the current year. The company’s unfilled orders have progressively 
mounted during 1950, and at a faster pace than in any postwar year. In 
reflection of increased activity, quarterly earnings in 1950 advanced from 
86 cents a share in the March period to $1.55 in the September quarter 
for a nine months total of $3.71 per share compared with $2.51 the year 
before, despite higher taxes. Early next year, the management undoubtedly 
will commence construction of additional facilities, as planned some time 
ago. In 1948 the company borrowed $5 million to establish a special 
reserve for new construction, but has retired the loan last year because of 
a very strong financial. position. Although the reserve was invested in 
$4.6 million government securities at the end of 1949, other current assets 
exceeded current liabilities more than thrice over. Net working capital of 
$7.9 million appears ample for present operations. 


DIVIDENDS: Except in two recessive periods, payments have been regular 
in the past two decades, although the annual rate has varied. A total of 
$2.40 a share is indicated for 1950, including a 60 cents extra payable 
December 15. 


MARKET ACTION: Rcent price—29 compares with a 1950 range of high— 
3034, low—2234. The current yield of 8.3% seems dependable. 


COMPARATIVE BALANCE SHEET ITEMS 


have to cope with many conversion problems since 1940 1949 Change 
production will run pretty much along accustomed ASSETS — “ — - 
lines. Moreover, they are well managed and amply Marketable Securtiog i 1/502 Bi 1308 
re Recei , Net . ' T A 
financed, and enjoy excellent trade positions. _ Necotvabiee pe  «CUtlsé«Cae 
On this and following pages, we present pertinent —rotat currENT ASSETS 5,638 11,579 + 5,941 
statistics and charts relating to these companies, to- Plant _and Equipment 7,409 8,259 + 850 
gether with brief comments on their recent opera- Not prepeny 2/997 size 
tions and outlook, their dividend record and market —— 1,043 i a 
“ ; Bong + 
action of their respective shares. oniek: nian $ 9965 $21672 4$ 11,807 
LIABILITIES 

Accounts Payable $ 241 $ 619 +$ 378 
Accruals 184 775 + 591 
Accrued Taxes 1,269 2,249 + 980 
TOTAL CURRENT LIABILITIES 1,694 3,643 + 1,949 
Reserves 115 1,734 + 1,619 

Capital Stock 3,299 3,299 
Surplus 4,757 12,996 + 8,239 
TOTAL LIABILITIES $ 9,865 $ 21,672 +$ 11,807 
WORKING CAPITAL $ 3944 $ 7,936 +$ 3,992 

me CURRENT RATIO 3.5 3.2 =~ 
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DRESSER INDUSTRIES DMY : - GRX I 
—] Compressors & Air- Adjusted 9 — fa Price Rengs 
Cond’g Equip.. Price Range —| 4p Fire Brick- 1929 - 1936 
x 1929 - 1935 — : : High — 90 
& High — 228— Low - 13 
+“ Low - eal 
Ty 35 
; 7 f 
(— Long Term Debt: $12, 500,000 Ms ay teers: [1 
f- Shs.’ $3.75 Cv Pfd: 57,500 - $100 par ae Long Term Debt: $5,600, 00 
(— Shs. Common: 1,112,500 - 50¢ par : 3 1 Shs.-Common: 470,283 - no par, 
'- Fiscal Year: Oct.° 31 { it Au Fiscal Year: Dec.’ 31 
+ - Cty m 25 
S| it <a 
} A a i 
+ —— 4. 
f = : 
= ne z Seas DARDS 
A EEE SRE, 
“| eee Bea | ies BSS 
: -t——— —{|—-—{E Estimated earnings 
oVLLSS aoe eee | aes t = =e 
SE GTS DES in oa ie SR RSE, SED 
]_ THOUSANDS OF SHARES {J tit ae fo) eae Gees Se pe * : ——+E_ Estimated earni 
4 40 } 
= ft ital tH i eenroe : 
min rere Mebacul itt ? T t — 10 n L r 1 
1939 1940 | 1941 1942 1943 | 1944 1945 1946 1947 1948 1949 1950 1939 | 1940 1941 | 1942 | 1943 
1.25 | 1.76 | 1.49 | 2.30 | 2.69 | 2.25 | 1.98 .74 | 3.85 | 7.14 | 3.02 [E3.00 femmil 2.24 | 2.46 | 2.70 | 2.27 | 1.94 | 1.46 | 1.66 | 2.36 | 5.35 | 5.98 
7%] 1.00 |. .50| .628|  .878| 1.00 | 1.20 A E 1.50 | 1.85 OW -60 | 1.25 [ 1.40 | 1.20 [ 1.29 | 1.10 | 1.00] 1.00 | 1.75 | 2.00~ 
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DRESSER INDUSTRIES, INC. 


BUSINESS: Through a number of subsidiaries, Dresser produces numerous 
forms of equipment essential to the oil and natural gas industries in almost 
every phase of their operations. 


OUTLOOK: While Dresser got off to a relatively poor start in its fiscal 
year ended October 31, 1950, because of a temporary let-down in the 
petroleum and gas industries, business picked up smartly in the July 
quarter, with evidence of continuing extremely active in the foreseeable 
future. Intensified drilling for crude oil and natural gas, expansion of 
refinery capacity and of pipe lines has become a basic objective to the 
Defense Program, and indubitably will sustain a strong demand for the 
specialties of Dresser for perhaps a number of years to come. The company 
wisely disposed of its gas appliance subsidiaries about a year ago to 
concentrate on products for the oil and natural gas industries, and as a 
result of postwar outlays of $15 million for modernization and expansion, 
is in excellent shape to increase output and to effect operating economies. 
Although volume in the July quarter spurted to $21.4 million from $16.7 
million in the previous period, Dresser’s backlog orders remained virtually 
unchanged at $24.2 million and have risen in recent months to an estimated 
$30 million. All of the company’s plants are now working close to capacity. 
Net earnings of $1.60 a share for nine months of fiscal 1950 included $1.21 
earned in the third quarter alone. It is thought that more than $2 a share 
may have been earned in the final quarter, to make a tota! of around 
$3.25 for the year. Dresser is strongly financed, as shown by a current 
ratio of 5.2. 


DIVIDENDS: Dresser’s rather variable earnings in prewar and conservative 
policies to build up working capital have established a variable dividend 
record, but annual payments have risen from $1.50 per share in 1948 to 
$1.85 in 1949. Quarterly dividends of 35 cents were maintained in the 
current year. 


MARKET ACTION: Recent price—18% compared with a 1950 high of 2156, 
low—16¥%. The current yield is 7.8%. 


COMPARATIVE BALANCE SHEET ITEMS 
December 31 October 31 
1940 1949 












Change 
ASSETS (000 omitted) 

A Dacascos ti catcccuteiscaeriecs $ 991 $ 7,822 +$ 6,831 
Marketable Securities 2,926 + 2,926 
Receivables, Net 1,594 10,474 + 8,880 
PIIIIES. -nsosesnsscssssrsnesnne sasialoens ; 1,838 24,188 + 22,350 
Advance payments on contracts ................ (Cr) 1,321 +. “qa 
TOTAL CURRENT ASSETS .................0.0.0.0... 4,423 44,089 + 39,666 
Net Property ..................... 2,733 14,088 + 11,355 
Investments .. ‘“ 77 250 oe 173 
Other Assets .... seas ae 735 1,193 + 458 
IU i sscnsssesicesssieanniessossssssnangnovcesscors $ 7,968 $ 59,620 +$ 51,652 
LIABILITIES 
da $ 574 $ 2,657 +$ 2,083 
Accruals avs 327 4,37: + 4,051 
Accrued Taxes ines 1,016 1,378 Zo 417 
TOTAL CURRENT LIABILITIES .... 1,917 8,468 + 6,551 
EE Ee eee ‘i 115 eee oo 115 
Long Term Debt . se «= gate 12,500 + 12,500 
Preferred Stock . * 5,750 + 5,750 
Common Stock ... és 3,350 547 — 2,803 
AMINE. <cshccessesiectacssy Ke 2,586 32,355 + 29,769 
DEOTAR GUTINTGES  nnvsiisicscsvessesscesscsssesosonass $ 7,968 $ 59,620 +$ 51,652 
WORKING CAPITAL. ...........0ccceccscsssssssesesesees $ 2,506 $ 35,621 +$ 33,115 
I IININD. oscpcctesiscnscness spssiiccsopissbosinoeses 2.3 5.2 + 29 
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GENERAL REFRACTORIES COMPANY 


BUSINESS: Company is one of the two foremost producers of fire brick 
and other heat resisting materials used for lining furnaces and kilns. 


OUTLOOK: The greatly increased demand for GF products essential to the 
steel, non-ferrous metal and oil refining industries brightens the outlook 
for this concern substantially. For years past, volume of this company has 
closely corresponded to annual production of steel, now well assured of a 
prolonged rise. Aside from the steel industry, though, all producers of heat 
treated materials, such as glass, require refractories, while both industrial 
and even home furnaces usually are lined with special baked clays, some 
of which has to be replaced periodically. General Refractories Company’s 
22 plants located from coast to coast are well placed to serve markets 
throughout the country, and a strongly established trade position has been 
attained. Main competition stems from one other large concern in the field. 
Sales have rather steadily risen from $13.3 million in 1940 to $30.7 million 
in 1949, and for 12 months ended September 30, 1950 were reported as 
$32.8 million. Including income from foreign subsidiaries, net earnings for 
the first nine months of the current year were equal to $5.29 per share 
compared with $3.14 in the same interval in 1949. In the September 
quarter alone, $2.25 a share was earned. Funded debt outstanding consists 
of $5.6 million 3% notes due 1965, payable $400,000 annually. 470,283 
shares of no par common represent the sole capitalization. Working capital 
of $12.1 million seems fully adequate. 


DIVIDENDS: Since 1923, distributions have been regular except in 1932-34 
and in 1938. Payment of a 50 cents extra on December 18, 1950 will sup- 
plement the 50 cents quarterly dividend and make a total of $2.50 per 
share for this year. 


MARKET ACTION: Recent price—292 compares with a 1950 range of 
high—32'2, low—22%2. The current yield is 8.3%. 


COMPARATIVE BALANCE SHEET ITEMS 
December 21 September 30 



















1940 1950 Change 
ASSETS (000 omitted) 
RN Sih aE eS ths soe eal $ 1,285 $ 5,457 +$ 4,172 
Receivables . 1,961 4,019 + 2,058 
Inventories 3,680 5,572 + 1,892 
TOTAL CURRENT ASSETS ..................00005. 6,926 15,048 + 8,122 
Plant and Equipment .........................000006 16,552 26,144 + 9,592 
Less Depreciation ..... ie 5,283 10,635 + 5,352 
Net Property ...... 11,269 15,509 + 4,240 
Investments ...............0000.5 6 3,287 + 2,612 
Other Assets .............. SNe et ty eer 397 670 a 273 
NP IRIE suse ci aesvcsactsvscissceesesstspsseatenes . $ 19,267 $ 34,514 +$ 15,247 
LIABILITIES 
Accounts & Notes Payable ....................... $ 1,017 $ 1,499 +$ 482 
OS Ree Ni 626 1,387 ao 761 
Accrued Taxes 382 crabs a 382 
TOTAL CURRENT LIABILITIES .............000...... 2,025 2,886 be 861 
hia gee, scnucacnvoenlbnncbanioes 197 4,424 + 4,227 
Long Term Debt 694 5,600 + 4,906 
Common Stock .. 12,394 12,439 + 45 
DR eee eosin tau tapotencPearscaus cpasnctcvmsestcpacuas 3,957 9,165 + 5,208 
II LEPRRTRN NIG: oso vccvessrecsrssccasscacectacesscasse $ 19,267 $ 34,514 +$ 15,247 
MIGREAIG CAPITAL, .......0.005.csccsscnssscsscavenesee $ 4,901 $ 12,162 +$ 7,261 
CURRENT RATIO . 3.4 5:2 + 18 
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sii — ——— + ———— 4 <a ae } Funaed Debt: None — 
a i . = as ae —}-——J Shs .Cap.Stk: 500,000 - $1 par —— 
{ Sed Sees See eee 7 Newel ae) =| Year: Dec. 31 = 5 
om a oaeans Sere — 
— THOUSANDS OF SHARES —————> —-— at =a a THOUSANDS “OF SHARES +———+}——_} - he Estimated earnings ?. 
a SRS MSN eT — t at = { 
See “Hh 7 Sree ars | + ip et i — 
PRT PWWPORPTR ATT ETI P PPTRETITUTA TTP dint taab tit UTEP TT OPW ITE EEG TTR Caren BST SSS Sen SO TT SEE 
tear | 1942 | 1043 | 1044 | 104s | 1946 | 1947 | 1048 | 1949 | 1950 1939 | 1940 | 1941 | 1942 | 1043 | 1944 | 1948 | 1946 | 1047 | 1948 | 1949 | 1980 
i 3.61 | 2.89 | 2.76 | 3.00 | 3.8 _| 3.03 | 5.03 | 5.30. | tan} 1.46 | 4.40 | 6.29 | 4.77 | 4.07 | 3.46 | 3.58 | 5.23 | 4.40} 3.01 | 2.65 [83.25 
2.00 | 2.25 | 2.87B| 2.50 | 2.50 | — é: 2.60 | 3.50 | 3.50 | ov. .50 | 1.00 | 2.00 | 2.00 [2.00 | 2.00— [2.00 | 2.50 | 2.50] 2.00 | 2.00 ow. 
4.0 4.7 | 4.5 | 4.0 4.6 | 7.0 7: 4 8.5 | 9.1 | 10.4 \Wkecpsmil} 3.8 14.7 16.6 | 9.4 9.5 | 9.4 | 13.0 | 13.1] 14.8] 14.6 | 15.4 |w $uil 
MESTA MACHINE COMPANY NATIONAL ACME COMPANY 
ick 
BUSINESS: Company has long been a specialist in the production of heavy BUSINESS: Company is a leading producer of automatic machine tools, 
steel mill equipment, while output of gas and steam engines, presses, electrical specialties and screw machine products. 
he forgings and castings is in demand by numrous industries. 
= ling ° ¥ OUTLOOK: A flood of new orders from durable manufacturers on a 
as OUTLOOK: The continued vast expansion program of the steel industry, countrywide scale is said to have increased National Acme’s backlog orders 
A accompanied by large scale improvements planned by manufacturers of nearly 50% above a year earlier, assuring capacity operations until the 
as every kind throughout the economy, augurs well for Mesta Machine. The end of 1951. In order to step up production, the company has been 
ial company’s ample facilities and established reputation for producing the operating with two shifts. National Acme thus has become more active 
“ largest continuous strip mills now in use, as well as many other forms of | than at any time in postwar, with strong indications that no let-down will 
y's heavy equipment, seems certain to bring ample orders under current con- occur for a long time to come. This seems quite natural in view of the 
sts ditions. In an industry considered highly sensitive to cyclical influences, speedy and accurate production made possible by the use of multiple screw, 
= Mesta has established an enviable record for relative stability, and in the threading and boring machines manufactured by this experienced firm. 
d foreseeable future the company should do exceptionally well. Due to the Among the company’s electrical specialties are also such essential items as 
ua highly technical character of its products, ample margins should be main- control station and motor starter switches, counters and devices for con- 
aH tained, while the importance of its equipment to the Defense Program trolling idle time. In the first nine months of 1950, volume of $12.2 million 
= should bring allocation of raw materials. At the beginning of 1949, backlog was 20% above the same period the year before. On these larger sales 
ai orders of $31 million were reported and undoubtedly have risen substan- and by improved operating efficiency, margins were widened and net 
af tially now. Six-day work schedules have been frequent in the current year. earnings advanced by 65% to $2.72 per share from $1.64 the year before. 
is Operations have consistently profitable for more than twenty years past, The financial status of National Acme is unusually satisfactory, with current 
33 and net earnings exceeded $5 per share in both 1948 and 1949, estab- assets of $16.3 million at the end of 1949 comparing with total current 
ay lishing a peak of $5.30 last year. While the company issues no interim liabilities of only $971,431. Holdings of $10.2 million cash and government 
reports of net earnings, operating income for the first nine months of 1950 securities alone were impressive. 500,000 shares of common represent the 
trended upward, according to the SEC. No preferred stock or bonds pre- sole capitalization, and no funded debt exists. 
4 cede the simple capitalization of one million shares of common stock. A ? 
> current ratio of 3 indicates a strong financial position. DIVIDENDS: For fifteen years past, payments have been uninterrupted and 
they advanced to $2 per share during the last war. A 50 cents extra paid 
DIVIDENDS: Payments have been made in at least 36 consecutive years. | November 21 supplemented quarterly dividends of 50 cents a share, making 
Payment of $1 extra on December 15 will bring the total for 1950 to $3.50 a total of $2.50 for 1950. 
of per share, including quarterly dividends of 62% cents. 
MARKET ACTION: Recent price—287% compares with a 1950 high of 30% 
MARKET ACTION: Recent price—47 compared with a 1950 range of high— and a low of 23. The indicated current yield is 8.6%. 
4934, low—372. The current yield is about 7.5%. 
COMPARATIVE BALANCE SHEET ITEMS 
COMPARATIVE BALANCE SHEET ITEMS 1940 1949 Change 
1940 1949 Change Poni (000 omitted) 
; ec . Cas’ $ 2,718 $ 2,788 $ 70 
: AGSETS (000 omitted) § 1.552 Marketable Securities 7,488 t 7,488 
2 Marketable Secoriies _— *s 6;l Ue le 23780 Nas? ‘Sa 
2 Receivables, Net... 2,564 et TT scrseniseynus om —_— + 85 
2 —— ar 1,523 (er) Lyd + Ue TOTAL CURRENT ASSETS 9,252 16,374 + 7,122 
2 Billings on uncomp eted contracts r h + 426 Plant cad Eaal 
0 TOTAL CURRENT ASSETS .. 9,372 ‘“e + 6 Genoa res we it #3 
2 Plant and Equipment ....... 14,210 17,314 + 3,104 Net Property 1,601 1,997 a 396 
3 bose ee alia : Pye oe ote a Other Asseis 512 139 _ 373 
t RSE See 05. 3 = 
F Other Assets : 367 1,367 + 1,000 TOTAL ASSETS -$ 11,365 = $ 18510 = +$ 7,145 
2 WONVAL ASSENS ....00ccsisess..s.. $ 18,796 $ 25,813 +$ 7,017 LIABILITIES 
; LIABILITIES oem Payable ........ ‘ Sans $ lam $ $36 —$ 2 
ccruals : R 0 — ton 
Accounts Payable .................. $ 1,733 $ 2,126 +$ 393 
1 Accruals... 11971 m+ lee i 3s — (18% 
. Accrued Taxes eee 1,602 93 — 1,509 TOTAL CURRENT LIABILITIES 4,494 971 — 2523 
TOTAL CURRENT LIABILITIES .... 5,306 5,237 - 69 
b Reserves . 412 — 412 
J Reserves ... 185 ~ _ 185 Capital Stock . 500 500 Faas 
8 Common Stock . . 5,000 5,000 Surplus 5,959 17,039 + 11,080 
’ Surplus a 8,305 15,576 + 7,271 : . 
TOTAL LIABILITIES ............. nt eae $18,796 «$25,813 «= -+$_ 7,017 TOTAL LIABILITIES $1,365 $18,510 +$ (7,145 
WORKING CAPITAL ................ lens hee $ 4,066 $ 10,431 +$ 6,365 WORKING CAPITAL .. $ 4,758 $ 15,403 +$ 10,645 
Ce: 17 3.0 + 13 CURRENT RATIO 2.0 16.8 + 148 
DECEMBER 
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A Siudy of 


Common Stock 


Yields 


By H. F. TRAVIS 


. the strong and relatively well sus- 
tained rise in stock market prices since last July, the 
dividend yields on numerous sound equities still re- 
mains at an attractive level. This because a wide- 
spread increase in interim payments, plus a record 
crop of year-end extras, has adequately compensated 
for the higher market prices. The many uncertain- 
ties now facing investors, though, create increasing 
need for examining the potential stability of current 
dividend return from their portfolios, or for uncov- 
ering new situations where current high yields may 
validly pave the way for capital gains. 

Yields in themselves, of course, are not always a 
reliable measure of inherent stock values, because 
they are basically affected by either varying divi- 
dend payments for a given period or by fluctuations 
in the price of the shares. Over the long term, how- 
ever, the element of yield, well assured or otherwise, 
is the preponderant factor in establishing stock 
prices. Speculative influences combined with normal 
investment pressure may broadly affect periodical 
swings in market prices, but in the long run it is 
income return that counts. 

Under current conditions when corporate earn- 
ings and dividend payments have established all- 
time records, investors are confronted by the pros- 
pect that increased Federal taxes and a mounting 
portion of low-profit military business will obscure 
the dividend potentials of a great many concerns. In 
the circumstances, it is small wonder that present 
yields on common stocks have held an unusually 
high level. 

At a recent price for the 30 stocks composing the 
Dow Jones Industrial Average, for example, the 
average yield was 6.8%, and based on the 1950 low 
of the Average of 196.81 it was as high as 7.6%. 
Even at the 1950 high of 235.47 for the Average, a 
yield of 6.6% was obtainable. While to some invest- 
ors, the foregoing income returns from a group of 
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high grade equities might ap- 
pear too liberal to prove trust- 
worthy, the fact remains that 
for fifty years past the aver- 
age yield on all dividend-pay- 
ing stocks listed on the New 
York Stock Exchange has 
been close to 5.9%. Scanned 
from this angle and consider- 
ing the current vigor of the 
economy, present 
yields on equities 
are not disturb- 
ingly high, at 
least in a general 
way. | 

Narrowed to 
individual stocks, 
though, exceed- 
ingly broad vari- 
ations in yields 
point to a high 
degree of inves- 
tor caution or 
confidence as regards the po- 
tentials of individual compa- 
nies, depending largely on 
their past records and current 
outlook. Where evidence of 
stable dividend income is out- 
standing, a yield of little more 
than 4‘~ seems to satisfy some investors, although 
in part this moderation may be caused by hopes of 
increasing liberality. In contrast, stocks of dominant 
leaders in such industries as steel, automobile, rub- 
ber, radio and television, or farm implements, are 
obtainable to yield from 10% to 14% if based on 
1950 dividends. In between these two extremes is a 
long list of stocks yielding from 5% to 9%, with an 
average of perhaps around 6.8%. 

It has become obvious that the problem of apprais- 
ing prospective dividend stability is now quite acute. 
Indubitably there are many instances where current 
dividends are so widely covered by earnings that the 
impact of heavier taxes and narrowed margins can 
be comfortably met. In such instances, naturally 
enough, an eventual appreciation in share prices 
should result, while present generous yields should 
endure. 

In contrast, though, there are bound to develop 
situations where dividend stability will be threat- 
ened by sharply reduced earnings or by abnormal 
pressure for increased working capital to handle 
military business. The process of studying yields, 
accordingly, must be selective rather than hinging 
on general trends in income return, or on the rela- 
tion of common stock yields to those of preferred 
stocks or bonds. 

In passing, it is pertinent to note that Government 
policies to hold interest rates at a low level have 
greatly widened the spread between the income re- 
turn from bonds or senior securities compared with 
common stocks. Prior to World War II, there were 
long periods when the yield on high grade corporate 
bonds ranged from 3.98% to 5.15%, as against about 
3.36% currently. With common stocks yields averag- 
ing 5.9% over a long term of years, the return from 
these media was formerly about 114 times that from 
bonds, whereas presently the ratio is close to 214 
times. As for preferred dividends, the current aver- 
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age return of around 3.7% compares with better 
than 5% during many years of the 1930s. Income 
from equities generally has thus almost become dou- 
ble that from preferred stocks. 

On the appended table we have listed forty com- 
panies to show the dividend yield on their shares at 
various intervals in the past three years. In 1948 
and 1949, we have indicated the return on both their 
high and low prices for the year. Similar data, plus 
current yields, are calculated for 1950. In selecting 
our samples, we have purposely chosen concerns 
representing a broad cross section of industry. 

At the start of our comments, we pointed out that 
more than ever in 1951 will directorates likely favor 
conservative interim dividends and await final re- 
sults for the year before deciding on year-end pay- 


ments. Due to manifold uncertainties on the road 
ahead, it would be wiser for investors to emphasize 
the return from quarterly dividends in computing 
the annual yield, although many concerns normally 
swell payments with extras or year-end specials and 
may well continue this practice. These same consid- 
erations undoubtedly account for many of the high 
yields where generous year-end payments have been 
made or declared in the current year. The yields 
shown on our tables are based on total cash divi- 
dends per share for the respective years. 

Among the extremes we have listed, the recent 
yield of 13.1% on the shares of such an industrial 
giant as General Motors Corporation is outstanding. 
Very clearly the consensus of opinion is skeptical 
that 1951 earnings will again warrant payment of 
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Yield Comparisons of Selected Stocks 
1950 1949 1948 
Indicated High Yield Low Yield Recent Yield Yield Yield Yield Yield Yield Yield 
Annual % % Price % in in on in in on 
Div. Relation Relation Average Relation Relation Average 
to High to Low Price to High to Low Price 
Dow-Jones Industrial Average $15.50* 235.47 6.6% 196.81 7.6% 226.42 68% 62% 77% 69% 59% 6.9% 6.4% 
American Locomotive ae 1.00 19% 5.2 13% 7.5 19% §2 7.4 11.3 8.9 a2 8.4 6.4 
Anaconda Copper .................... 3.00 39% 7.6 28% 10.7 35% 8.5 7.1 9.9 8.3 8.4 11.4 9.8 
Bigelow-Sanford .... : . 3.00 30% 9.8 23 13.0 27 11.1 7.6 10.8 9.0 7.2 10.1 8.9 
Borden Co. ........... ; 2.80 51% 5.4 45 6.2 51% 5.4 5.3 7.0 6.0 bY 6.7 6.1 
Celanese Corp. of America... 2.55 44% Se 295% 8.6 41% 6.1 6.4 10.2 8.2 5.5 10.0 7.1 
Champion Paper & Fibre... 2.45 46% 5.2 30% 8.0 44 5.5 6.3 10.9 8.0 zp 11.3 9.0 
Chrysler Corp. ........... a. DFS 844%. =+11.5 62% 15.6 68% 14.3 77 11.9 9.3 6.1 a3 6.9 
Cluett Peabody ........ , + (Se 30% 9.7 22 13.6 29% ~=10.1 6.5 9.3 y £ 8.1 11.0 99 
Colgate-Palmolive-Peet 3.00 50% a 37% 8.0 472 6.3 6.8 10.2 8.3 6.5 9.7 7.8 
Commercial Credit .... P 4.80 67% a1 45% 10.6 49% 9.7 6.6 8.6 73 6.0 8.8 7.1 
Continental Can 0.0.2.0... 2.00 41% 4.8 30% 6.5 33% 6.0 4.0 4.8 4.4 3.7 Sat 4.3 
Continental Oil ................. 5.00 837% 5.2 55% 9.0 80 6.2 6.1 8.4 7.1 5.0 7a 6.0 
Corn Products Refining vives “OOO 72% 49 62 5.8 67% 5.3 4.9 6.3 5.5 5.4 6.3 5.8 
Deere C6. osm RO 58% 9.3 38% 14.2 51 10.7 11.4 16.6 13.4 6.0 8.8 7.0 
Diamond Match 0.00.00... 3.00 48'2 6.1 357% 8.3 46% 6.5 5.0 6.3 5.6 4.3 5S 49 
Eastman Kodak ..... ic WA 52% 3.2 40 4.2 50% 3.3 3.5 4.4 3.9 3.5 4.3 3.9 
Electric Auto-Lite .......0..0........... 3.00 49V 6.1 38% aa 43% 6.9 6.5 9.0 7.7 5.3 7.6 6.1 
Plintkote Ce. ......0:.s0i.ci.:0.... COO 33% 8.9 22% 13.4 24% 12.0 8.0 11.6 9.6 7.0 10.6 8.5 
Freeport Sulphur .. tesco. Re 81 6.1 56 9.0 75\% 6.6 6.6 10.5 8.1 55 73 6.2 
General Motors ....... ieacens’ G,OO) 54% 10.9 45% 13.2 45% 13.1 11.0 15.4 12.9 6.8 8.9 7.6 
Goodrich, (B. F.) Co. sais (GSO 128% 5.0 69% 9.3 120 5.4 yg 10.0 8.8 8.5 11.6 9.9 
Es CNNM 19. costes cesecsiaees eeidiv aeteseea. 4.00 83 4.8 59% 6.7 79 5.0 52 6.6 5.8 3.7 5.2 43 
ingersoll Rand ...............-..:%-.. G:F 75 7.6 63 9.1 70% 8.1 79 10.4 9.1 6.5 8.5 7.4 
Ilda SIGAl (2c GO 55% 6.3 38 9.2 52% 6.7 yer - 10.0 8.3 6.2 8.7 7.1 
Libby-Owens-Ford Glass .........._ 3.50 39% 8.9 32% 10.9 34 10.3 9.4 12.8 10.8 6.1 8.4 7.0 
Liggett & Myers ....... ty a 89" 5.6 75% 6.6 752 6.6 5.4 6.6 6.1 5.5 6.1 5.8 
RS ING) oo ce cncssreteecepnrenencnes 1.50 18% 8.1 14% 10.3 16% 9.3 8.0 10.6 9.3 7.4 10.6 8.5 
May Department Stores .......... 3.00 59 5.1 45% 6.5 56 5.3 6.1 7.8 7.0 6.2 8.1 72 
Minneapolis Honeywell ............ 2.50 42% 52 31 8.0 40 6.2 4.1 6.0 5.0 5.2 6.0 5.0 
Monsanto Chemical . tie Ge 73% 3.5 54 4.8 6912 3.7 3.5 4.3 3.9 3.2 4.4 3.7 
National Biscuit ..... ‘a ee ee 39% SF 31% 7.3 33% 6.8 5.0 6.5 5.8 6.1 7.6 6.8 
Pfizer (Chas.) & Co............. 2.75 78% 3.4 51% 5.3 76 3.6 4.8 6.8 5.4 4.2 6.1 5.0 
Bhilcon Gaps: svc cecscsicsssWascsscesecess 2.55 54% 4.6 3258 7.8 45% 5.6 49 8.8 6.4 4.2 7.0 5.4 
Pullman Co: ©... OO 48% 8.1 31% 12.5 43 9.3 5.4 6.6 6.0 3.7 6.2 47 | 
SOcirs MOMUUION oe. cocci ceciveunseaeest 2.75 55 5.0 40 6.8 51% 5.3 5.0 6.6 57 52 4.1 5.4 
Seeiry COND. ...:50.i0.04: vives UO 32 6.2 25% ae 28% 7.0 6.8 8.8 7.6 6.4 9.6 re 3 
United Aircraft Corp. .............. 2.00 34, 5.8 25% 7h. 31% 6.3 73 99 8.6 6.5 9.0 7.3 
BS StOOE heise csc) GAS 42% 8.1 25% =—:13..4 39 8.8 8.8 11.1 9.8 6.1 7.4 6.7 
Westinghouse Electric .............. 2.00 36 5.5 29% 6.8 32% 6.1 4.3 6.8 5.1 3.7 5.3 4.4 
eile GROWING oo sc. cees ieerctnts sesees 1.50 367% 4.0 27 5.5 35 4.3 3.3 5.1 4.0 2.8 4.5 3.5 
(*) Estimated 1950 Dividend on Dow-Jones Industrials. 
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$6 per share dividends, or perhaps as much as $3 
even, although in the latter event a yield of better 
than 6% would be considered very satisfactory by 
normal standards. 

Since between credit curbs and allocation of raw 
materials, output of automobiles next year may 
shrink by at least 25% and profits on larger military 
production will be limited, the pretax earnings of 
General Motors may decline substantially. Even if 
they equalled 1949, excess profits taxes at a 75% 
rate could reduce net earnings to around $6.65 a 
share, and because of narrowed margins actual net 
might recede to about $5.50 per share compared 
with an estimated $10 in the current year. 


1951 Dividends Conjectural 


In the circumstances, it seems hardly safe to count 
on 1951 dividends amounting to much more than $3 
per share, although GM’s huge accumulation of 
working capital might permit slightly greater lib- 
erality. All said, however, the prospective yield at 
current prices for the shares should be between 5% 
and 6% rather than 13.1% as presently, a circum- 
stance that has been rather validly discounted by 
recent quotations for the stock around 45. 

Traditional cyclical influences normally permit the 
yield on sound farm equipment shares to average 
satisfactory. In 1948, for example, the income return 
on Deere & Company stock ranged from 6% to 8.8% 
under varying stock market conditions. When in- 
vestors in 1949 assumed that demand in this indus- 
try would recede soon, the yield on the average price 
for the shares rose to 13.4%. Under much the same 
philosophy in 1950, the yield at the low market point 
rose again to 14.2%, and despite an encouraging 
outlook for the industry it still stands at 10.7%. 

Varying annual dividends of course have led in- 
vestors in farm implement concerns to rely on aver- 
age yields over a term of years rather than for short 
periods. On the other hand, there seems little to fear 
over the stability of Deere & Company dividends in 
the coming year. Payment of $5.50 per share in 1950 
absorbed only 38% of earnings for the fiscal year 
ended October 31, leaving an ample cushion for any 
approaching decline. Had EPT at a 75% rate been 
in effect this year, the company might have earned 
at least $9.30 a share. 


Factors Making For Dependability of Yield 


Looking to 1951, with farm income in 1950 con- 
siderably greater than had been anticipated and the 
farmers now encouraged to raise as large crops as 
they wish, there is evidence that demand for cost- 
saving equipment will continue at a high level. In 
reflection of the need for heavy output of food, fur- 
thermore, the Government undoubtedly will grant 
priorities to the farm implement industry for steel 
and other essential materials. Any excess capacity 
the leading concerns may have could logically be 
used for military production of tanks, guns, etc., a 
procedure that logically might tend to stabilize earn- 
ings. On the whole, the liberal yield on Deere shares 
may prove more dependable than its generous pro- 
portions might suggest. 

The industry best assured of capacity operations 
for a long time to come is the steel group. There is 
some reason to doubt, though, whether the leaders 
in this field can afford such liberal dividends as in 
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1950 for another year. While the recent rise in steel 
prices to offset higher wage costs should prove ad- 
vantageous, excess profits taxes are certain to reduce 
materially earnings in 1951. : 

If so, this year’s total distributions of $3.45 per 
share. by U.S. Steel could hardly be repeated. Hence 
there is some justification for the current yield of 
8.8% on “Big Steel” shares. The company’s expanding 
capital requirements, furthermore, may preclude pay- 
ment of a larger portion of earnings to shareholders. 
It is possible that 75 cents quarterly dividends may 
continue to be paid through 1951, but chances for a 
year-end special of 75 cents such as just paid are 
more dubious. Caution suggests that a yield of 
around 6.5% is about what might be expected next 
oy! if the shares were acquired at a recent price 
of 39. 

The income return on rubber shares has generally 
tended to decline in contrast to those on most indus- 
trial equities. This is pretty well shown in the case 
of B. F. Goodrich Rubber Company, where the yield 
averaged as high as 9.9% in 1948, 8.8% in 1949 and 
presently is around 5.4%. The trend reflects increas- 
ing confidence in the ability of this concern to main- 
tain high level volume and relatively good earnings 
under foreseeable conditions. Combined civilian and 
military orders should require capacity operations 
for an indeterminate period. 

While excess profits taxes in 1951 will pare B. F. 
Goodrich net earnings from an estimated level of 
$20.75 per share for 1950, $14.60 might have been 
earned if the 75% EPT rate had been effective. 
Allowing for narrowed margins on military busi- 
ness next year, it is possible that net earnings might 
decline to around $12 per share. Unless they recede 
further, it should be logical to expect annual divi- 
dends equal to the $6.50 disbursed in the current 
year. Quarterly payments of at least $1 share seem 
assured in any event, and a year-end extra could be 
liberal. 


Pullman, Inc. 


Prior to the sudden resurgence of demand for new 
freight cars earlier this year, the depressed status 
of their producers adversely affected market prices 
of railway equipment shares. In consequence, a yield 
of 12.5% was established on Pullman, Inc., shares 
at their 1950 low of 3134. At a recent price of 43, 
the income return based on 1950 dividends receded 
to 9.3%, indicating that confidence over its perma- 
nency was not fully restored despite the good earn- 
ings recovery in recent months. The fact that Pull- 
man earned only $3.27 per share in the first nine 
months, but declared a $2 year-end extra to bring 
total 1950 dividends to $4 a share, points to an ex- 
cellent fourth quarter and equally promising 1951 
results. 

It should be realized that Pullman’s backlog orders 
for freight cars rose sharply to 33,000 units by Sep- 
tember 30, and that due to the requirements of the 
defense program, new orders should come in at an 
accelerated rate for some time to come. Additionally, 
the business of Pullman’s engineering subsidiary, 
the M. W. Kellog Company, should continue to ex- 
pand during 1951. Allowance must be made for the 
probability that Pullman’s exemption base as to 
EPT should equal about $4.20 per share, and that 
an overabundant working capital of $117 million 
would permit maintenance (Please turn to page 299) 
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..- Outlook for... 
CEMENT INDUSTRY 


By H. S. COFFIN 


SJ he cement industry is about to close a year 
marked by record output, sales and earnings. While 
demand from some sources undoubtedly will recede 
in 1951, increased orders from other directions 
could substantially offset the lag. On balance, next 
year’s outlook for the industry carries assurance of 
satisfactory results. 

It is well to realize that demand for cement to con- 
struct public roads, industrial plants, hospitals, 
schools and the like, is much more important to this 
group than orders stemming from home builders. 
In the circumstances, the prospect that residential 
construction may decline from the 1950 level of 
around 1.3 million units to, say, 700,000 in 1951 may 
not prove to be so discouraging as might seem at 
first glance. 

This is especially true because a sharp uptrend 
in industrial expansion is indicated for next year, the 
demand for public works of many kinds is still far 
from satisfied, and the Defense Program promises 
to call for large scale highway construction, addi- 
tions to military facilities of all kinds, including the 
expansion or strengthening of airfields 
to accommodate the fast jet planes. 
New water controls that will involve 
the use of huge quantities of cement are 
also in the planning stage. 

The producers of cement in its basic 
form observe rigid standards of uni- 
form composition, although individual 
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special results. The over-all 
capacity of the industry is 
estimated at about 250 
million barrels annually, 
or a good deal in excess of 
all prospective requirements. 
Total output of close to 212 
million barrels in 1950, to be 
sure, still left urgent short- 
ages in some areas, but this 
was mainly due to high 
transportation costs. that 
hampered sales by distant 
producers, particularly now 
that freight expenses can no 
longer be absorbed by the 
sellers. 

Because price constitutes 
the main competitive factor 
in this field, aside from the 
psychological element of 
brand popularity, more than 
70 cement manufacturers vie 
for business throughout the 
United States, and a number 
of the relatively small units 
for years past have strongly 
established themselves in lo- 
cal trade. A preponderant 
portion of total output, 
though, has been concen- 
trated in the hands of a rela- 
tively few large concerns 
whose modern plants have 
been strategically located in 
the most promising markets 
on a country-wide scale, and 
where ample supplies of 
limestone, silica and gypsum are available. Ready 
access to fuel, either coal or natural gas, has also 
been an important determinant of location for the 
big plants. 

Since wage ratios are low in the highly mecha- 
nized facilities, averaging only 15% of dollar sales, 
the larger concerns have an operating advantage 
through ability to meet unusually heavy construc- 
tion costs. Due to this circumstance and the fact that 
the business is quite sensitive to cyclical influences, 
the strongly established big firms have little fear of 
newly formed enterprises entering the field on any 
scale comparable to their own. The production of 
portland cement, the standard item, is far from 
simple, as evidenced by as many as 80 operations, 
each one carefully tested for quality. 

In the most modern and low cost facilities, large 
blocks of limestone are progressively crushed to 
smaller size and mixed with silica through a giant 
rotary cylinder 450 feet long. At the end of this 
journey, the mixture has been heated to 2300 degrees 
and fused into clinker that in turn must be crushed 
to fine dimensions, mixed with other 
ingredients and packed in bags for 
shipment, or readied for transport in 
bulk. A number of the larger plants 
have rotary kilns that can turn out 4000 





barrels of “clinker” daily. 
Prior to World War II, some cement 
Lr manufacturers situated near the Atlan- 


brand names are used and various tic Seaboard at times experienced 
admixtures are common to produce ee keen competition from imported ce- 
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ments. The low cost of European labor and of ship- 
ments in foreign bottoms made for serious competi- 
tion with our domestic producers in coastal markets. 
In postwar, however, overseas cement concerns have 
had their capacity pretty well strained by demand 
for local reconstruction and expansion, and their la- 
bor costs have risen considerably, as well as ship- 
ping rates. For eseveral years to come, accordingly, 
the threat of foreign competition has been mini- 
mized, if not virtually eliminated. 


Greater Stability of Operations 


A number of factors suggest that the cement in- 
dustry is losing much of its past reputation as an 
unstable division of the economy. In the first place, 
this group has only had to modernize rather than 
expand for two decades past. Actually there are now 
only 149 active plants in operation compared with 
163 about twenty years ago, although their capacity 
has been moderately increased. Meanwhile the popu- 
lation and industrial growth has been of record pro- 
portions, as has also been true of outlays for public 
works. 

Additionally, the Portland Cement Association 
has constructed a $3 million research laboratory 
whose activities are expected to increase greatly the 
uses of this already versatile material. It may sur- 
prise some investors to learn that cement is used 
now in more than a thousand ways, including cement 
lined pipes, asbestos-cement roofing, etc. Studies 
under way are developing pre-stressed cement that 
will add much strength to concrete structures by 
stretched steel reinforcing bars. Mirror-smooth con- 
crete surfaces for walls have been devised that carry 
improved architectural appeal. 

Predictions are freely made that before long, spe- 
cially made concrete railroad ties will replace the 
present wooden ones. By the combination of cement 
with far lighter materials than sand and broken 
rock, an unlimited horizon for new products may 
open up. All said, the potential growth in demand 
for cement is very interesting to consider, and there 
is a good chance that the business of the industry 
may become far better stabilized than in prewar. 

The closing months of 1950 would normally have 
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found the leading cement concerns facing four or 
five months of sharply reduced demand because of 
seasonal factors. With construction activities cur- 
tailed in northern areas by winter climate, cement 
production is now outstripping shipments as usual, 
and many companies are expanding their invento- 
ries of “clinker” in anticipation of spring business, 
but unfilled orders in many instances will sustain 
heavy shipments until well after the end of 1950. 
Many public works programs started in the current 
year have lagged of late, and bond issues approved 
in the November elections have provided funds for 
some sizable road building and construction of vari- 
ous civic structures. 

According to the United States Bureau of Mines, 
shipments of 22.9 million barrels of finished cement 
in September were 1% higher than a year earlier, 
but clinker production was 13% up. The estimated 
capacity utilized in September was 98% compared 
with 92% in the same month of 1949. How invento- 
ries at the mill level have been depleted is shown by 
holdings of about 7.6 million barrels of finished port- 
land cement on September 30, or 29% elow the pre- 
vious year, while accumulations of “clinker” declined 
7%. Although these percentages varied widely 
among different producing districts, all but one of 
19 cited reported reduced stocks of finished cement, 
and in some the decline ran as high as 53%, thus 
attesting to a serious shortage. The entire picture 
points to an unusually sound inventory position at 
the cement mills, while the same undoubtedly holds 
true with most dealers in building supplies, to judge 
from trade reports. 

Compared with numerous other industries, the 
stature of the cement group is not large and the 
common stocks of only five concerns are listed on the 
New York Stock Exchange. The good postwar rec- 
ord of the leaders has attracted considerable interest 
in their equities. The dominant company in the in- 
dustry, United States Steel’s subsidiary, Universal 
Atlas Cement, is wholly owned by the parent, so its 
shares are not available to the public, nor are sta- 
tistics obtainable covering its operations. The stock 
of Superior Portland Cement Company is listed on 
the New York Curb, and that of several vigorous 
independents such as Ideal Cement Company and 
Marquette Cement Company is either traded “over 
the counter” or listed on exchanges outside of New 
York, where they carry considerable local appeal. 


Lone Star Cement Corporation 


The second largest competitor in the industry is 
Lone Star Cement Corporation, with an annual ca- 
pacity of approximately 27 million barrels that 
should rise to at least 32 million barrels upon com- 
pletion of a new mill under construction in Texas. 
Ten plants located in New York, Alabama, Kansas, 
Indiana, Texas, Pennsylvania and Louisiana account 
for about two-thirds of capacity while plants in Ar- 
gentina, Brazil, Cuba and Uruguay account for the’ 
balance. These strategically located facilities enable 
the company to tap some of the most valuable mar- 
kets and to operate at unusually low cost in its fully 
modernized mills. In an industry long burdened 
with overcapacity, Lone Star has forged ahead im- 
pressively by increasing output about ten-fold in 
twenty years and by tripling annual volume in the 
past decade. 

Lone Star’s operations in South America have 
been quite profitable, although periodically the com- 
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Statistical Data on Selected Cement Companies 
———1949-——  —-——1950——— Div. Recent Price Range Current Working Book 
Net Per 9 months 9 months Indicated Yieldt Price 1950 Ratio Capital Value 
Sales Share Sales Net Per 1950 : ” Per Share 
($ million) ($ million) Share Div. High Low ($ million) ® 
Alpha Portland Cement .. $20.7 $5.52 $16.0 $5.72} $3.00 8.8% 34 3834-30 8.6 $11.8 $43.01 
General Portland Cement P 21.2 5.05 18.4 4.40 3.00 8.1 37 38 -26 3.1 8.6 19.91 
Lehigh Portland Cement 40.9 6.67 32.5 5.35 2.50 =) 49% 50%%-38'4 7.9 TEI 50.76 
Lone Star Cement ....... aaseat . 63.9 10.34 48.1 7.81 5.00 6.6 75 81 -60% $5 17.2 62.13 
Penna-Dixie Cement ......... 17.9 4.37 16.7 4.22 2.00 8.1 24% 28 -18% 3.4 7.3 26.90 
Superior Portland Cement ............... - 3.31 - — 1.00 4.7 21 24 -17% 5.8 2.5 19.18 
*—Latest available. 1_12 months ended Sept. 30, 1950. 
t—Based on indicated 1950 dividend. 














pany has had to set up reserves for currency fluctu- 
ations in retrieving earnings from this source. In 
the nine months ended September 30, 1950, for ex- 
ample, $255,000 was set aside against a decline in 
foreign exchange rates. Despite this factor, though, 
and provision for higher and retroactive taxes, the 
company reported net earnings of $7.81 per share 
compared with $7.36 a year earlier for the nine 
months period. This company has paid dividends 
regularly since a brief interruption in 1934, and has 
distributed a relatively liberal share of earnings, 
considering substantial outlays for plant improve- 
ment in postwar. Payments in 1949 totalled $4.50 
per share, and by supplementing 8714 cents quar- 
terly dividends in 1950 with two extras, the total 
this year will rise to $5. 

Because Lone Star has a relatively sheltered posi- 
tion as to prospective excess profit taxes, even if 
these apply to a portion of 1950, net earnings for the 
current year will likely exceed $9 per share. Except 
for 1982 and 1933, the current year will be the 
thirty-second consecutive period in which operations 
have been profitable. During this long period, the 
company’s financial position has consistently im- 
proved; $9.5 million of preferred stock was retired 
in 1928 and the last of $18 million funded debt was 
paid off in 1936. The sole capitalization now consists 
of 948,597 common shares. Working capital of $17.2 
million at the end of 1949 was of peak proportions 
and a current ratio of 3.5 indicated a sound status. 
At a recent price of 75, Lone Star shares yield 6.6%, 
a rather attractive return considering their strong 
fundamentals. 


Lehigh Portland Cement Company 


Lehigh Portland Cement Company has a some- 
what larger domestic capacity (20 million barrels) 
than Lone Star, as the latter’s Latin-American oper- 
ations account for about a third of total output. Al- 
though, as we pointed out, Universal Atlas outranks 
all of its competitors in capacity, Lehigh Portland 
owns and operates more cement plants than any 
other domestic concern. 14 well scattered facilities, 
located in 11 states, are favorably situated market- 
wise. Each of these modern plants has an annual 
capacity ranging from one million barrels to 2.5 
million. 

During 1949-50, Lehigh Portland has spent ap- 
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proximately $16 million in re-equipping its mills 
or in converting them from a wet process to a 
more efficient dry one. On or adjacent to mill loca- 
tions, the company owns more than ten thousand 
acres of mineral lands containing essential raw ma- 
terials for its large production. These holdings do 
not include 9,925 acres of land in Florida, reputed 
to contain valuable deposits of coquina shells that 
eventually may prove of great value. 

For a full half century past, Lehigh Portland has 
operated profitably except in the most acutely de- 
pressed years of the early 1930s. While no dividends 
were paid on the common in the 1932-35 period, dis- 
tributions have otherwise been regular since 1899, 
and since 1945 have improved annually from $1 
per share to $2.50 in 1949. Through December 
1, 1950, $2.50 a share has been paid. Net earnings 
for the current year, allowing for the 42% tax rate, 
are estimated at $7 per share, indicating ample pro- 
tection for dividends at the present conservative 
rate. 


Capitalization and Finances 


Lehigh Portland Cement has a simple capitaliza- 
tion of 950,780 shares of $25 par value common, with 
no preferred or funded debt. By retention of more 
than $10 million of earnings in postwar through 
1949, aided by a substantial sum in the current year, 
the company has comfortably financed its improve- 
ment program. Unless further large capital outlays 
are planned, a bigger share of earnings could soon 
be allotted to stockholders. At the close of 1949, cur- 
rent assets exceeded current liabilities by a ratio of 
7.9 to 1, a very satisfactory showing. A recent price 
of 491% for Lehigh Portland shares establishes a 
current yield of 5.1%, rather amply discounting the 
prospect for higher dividends, but the price may not 
be unreasonable in view of the company’s favorable 
potentials over the medium term. 

One of the more important producers of portland 
cement is Pennsylvania-Dixie Cement Corporation. 
Nine plants with an annual capacity of close to 12.5 
million barrels are located on the Atlantic Coast and 
southeastern states areas. While consumption of ce- 
ment is heavy in these markets, competition is very 
severe. For this reason, the company’s earnings rec- 
ord prior to 1946 was decidedly drab, although in 
postwar considerable (Please turn to page 297) 
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Support 

No technically significant sup- 
port level was broken by the aver- 
ages on the initial reaction to the 
disturbing turn of events in Ko- 
rea and to the renewed fears of 
spreading war resulting from it. 
The move took the industrial aver- 
age to a closing low, up to this 
writing, of 226.42. The previous 
lows associated with Korean de- 
velopments were 222.52 on No- 
vember 6, and 197.46 last July. 
The recent lowest close for the 
rail average was 67.67, compared 
with November 6 low of 64.48 and 
the post-Korea low of 51.24 last 
June. Probably the “shock factor” 
in war news of any kind has been 
reduced somewhat, since the con- 
tingency even of global war has 
been talked about and thought 
about for many months. But there 
is no basis for thinking it has been 
eliminated; and any comment this 
column might make on technical 
indications —including the first 
sentence in this paragraph—could 
easily be out of date by the time 
you read it, for events are mov- 
ing fast. 
Groups 

Stock groups meeting with 
above-average support recently 
include: aircraft, distillers, chem- 
icals, glass containers, dairy prod- 
ucts, leather, machinery, mining 
and smelting, oils, paper, rail 
equipment, soap, steel, rayon, and 
tires. Groups faring relatively 
poorly include: automobiles, 
brewers, most building stocks, 
television stocks, and tobaccos. 


286 


¥ 


7 sy wil 


Stocks 


Individual stocks which have 
recently made new 1950 highs in 
a softish market include Bell Air- 
craft, Grumman, Combustion En- 
gineering-Superheater, Reynolds 
Metals, Stevens (J. P.), Climax 
Molybdenum, Davison Chemical, 
Patino Mines, Textron, Western 
Union, Minnesota Mining & Man- 
ufacturing, American Locomo- 
tive, Firestone Tire, Hercules 
Powder, Midland Steel Products, 
National Airlines, Saint Louis 
San Francisco and Seiberling 
Rubber. These are noted for the 
record; not by way of recom- 
mendation. The list runs pretty 
heavily to speculative issues and 
includes a number of semi-war 
babies. The only medium-to-good- 
grade stocks in it are Stevens, 
Minnesota Mining & Manufactur- 
ing, Firestone Tire and Hercules 
Powder. 





Taxes 


Corporate taxes may continue 
to be on a you-make-your-own- 
guess basis for some time. The 
EPT bill written by the House 
Ways and Means Committee gives 
quite a break to utilities, railroads 
and air lines. It gives relatively 
little special consideration to 
growth companies, excepting 
those too small to be of general 
investment interest. Given no 
spread of the Korean war and no 
big upward revision in the arms 
program heretofore contemplat- 
ed, Congress might well enact an 
EPT more moderate than the 
present bill or junk it in favor for 
a straight percentage “defense 
tax” putting the effective corpo- 
rate rate to at least 50%, perhaps 
somewhat more. But in the weeks 
while the legislation is being 
thrashed out much can happen— 
and the thing least likely to hap- 
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Southern Railway .......... ¢ 
Atch. Topeka & Santa Fe Ry. 
New York Central R. R. 
Corning Glass Works ....... 
Goodrich (B. F.) Co............... 
Zenith Radio Corp. ...................cccccsscccceseees 
Louisville & Nashville R. R. 








INCREASES SHOWN IN RECENT EARNINGS REPORTS 


1950 

10 months Oct. 31 $11.28 
6 months Oct. 31 4.01 
Oct. 31 Quarter 2.21 
10 months Oct. 31 9.52 

. 10 months Oct. 31 21.49 
. 10 months Oct. 31 2.08 
40 Weeks Oct. 8 4.58 
9 months Sept. 30 = 15.61 
Oct. 31 Quarter 6.14 
10 months Oct. 31 8.00 
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pen is a change in the world situ- 
ation making Congress more easy- 
minded on taxes. At the least, 
there would seem to be every jus- 
tification for a bigger and speed- 
ier arms program. What this boils 
down to is that one could make 
plenty of mistakes by trying to 
evaluate individual stocks on the 
basis of the provisions of the 
EPT bill as they presently stand. 
Utilities 

Nevertheless there does seem 
to be a fair chance that utilities 
will not be additionally taxed on 
earnings up to around 6% on in- 
vested capital, which is the return 
generally permitted by state reg- 
ulatory commissions. There can 
be no such thing as “excess” util- 
ity profits; for when earnings ex- 
ceed permitted returns on invest- 
ment, rates either are voluntarily 
cut or are cut by the commissions. 
If given a reasonable break on 
taxes most present utility divi- 
dends would continue to be cov- 
ered by an ample margin. Utility 
stocks are not priced at a level 
which discounts any material tax 
break, whereas rail stocks are. In 
fact, they are priced at a semi- 
depressed level, especially on an 
average dividend-yield basis. 
Hence, they may be subject to 
some improvement in relative 
market position. That could come 
about either through a moderate 
rise, given sufficiently stabilized 
general-market conditions to per- 
mit it; or by the stocks holding 
up better than the general market 
in the event of further general 
decline. At least the latter is a 
reasonable expectation. If we 
were selling some stocks to raise 
cash reserves, good utilities would 
not be among those considered for 
liquidation at this stage. 


Montgomery Ward 


Montgomery Ward _ probably 
will earn something like $10 a 
share for the fiscal year ending 
January 31, approximating the 
previous all-time record of $10.28 
in 1948 and comparing with $7.12 
a share last year. The last annual 
balance sheet showed cash hold- 
ings of $151,000,000. Figured per 
dollar of 1949 sales, cash was 
about 55% more than that held 
by Sears, Roebuck. The latter 
company has followed a confident 
expansion program since the end 
of World War II, resulting in a 
superior growth of sales, earnings 
and dividends, as compared with 
Montgomery Ward. The manage- 
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ment of Montgomery Ward built 
up cash and sat back, waiting 
for a depression. Within recent 
months it was noised around that 
it had given up looking for the 
depression, but that it would still 
avoid any significant store expan- 
sion program. This gave rise to 
the logical expectation that the 
dividend policy would be liberal- 
ized. However, the final payment 
for 1950 has now been voted; and 
it makes the 1950 total merely $3, 
or the same as was paid in each 
of the four previous years. Appar- 
ently the Avery management 
loves cash more than it does the 
stockholders. At the present level 
of 6214, a yield basis of less than 
5%, there would not seem to be 
much to go for in this stock. Ab- 
sentee shareholders who do not 
like the deal they are getting can- 
not do much about it—except to 
switch out of the stock. There are 
plenty of equally good stocks—and 
quite a few better ones—vielding 
more. 


Dividends 


Due to the generous year-end 
payments, dividends for 1950 are 
going to set a new all-time record 
by a somewhat wider margin than 
anyone could have expected at the 
start of the year. With dividends 
higher and stock prices moder- 
ately down from recent high, the 
average yield on representative, 
leading-type industrial stocks is 
now about 7.5%. Over the me- 
dium-term average yields, figured 
on 1950 dividends, could go con- 
siderably higher, as a result of 
lower stock prices. High yields do 
not necessarily make stocks at- 
tractive. Yields are high because 
general investment confidence in 
the continuity of 1950 dividends 
is relatively low. The war threat 
is a threat to corporate earnings 


and dividends, among other 


things, in 1951. 


Autos 

Following the initial slump in 
sales when installment-credit 
terms were sharply tightened, 
there was some recovery in de- 
mand for automobiles even before 
the frightening shift of events in 
Korea. This has gone somewhat 
further now, in a renewal of 
shortage-scare buying. However, 
it has been clear for some time 
that the 1951 problem of the in- 
dustry would not be demand, but 
production. Due to shortages of 
key materials under Federal con- 
trol, output of cars was bound to 
be importantly lower next year, 
implying sharply lower earnings 
and dividends. The percentage de- 
cline has been largely a matter of 
guess-work, and still is. However, 
any worsening of the war situa- 
tion and any enlargement or 
speeding of the arms program 
must have more unfavorable im- 
plications for this industry. For 
some time the stocks have been 
getting nowhere. In fact, they 
have lost a little in relative mar- 
ket position. All of these issues, 
including the favored General 
Motors and Chrysler, have a much 
clearer basis for declining than 
for advancing. These two leaders 
in particular are still at pretty 
high levels in their long-term 
range. 


Associated 

It is reasoned that soft-goods 
trade probably will improve at 
least moderately as hard-goods 
trade shrinks. Associated Dry 
Goods Corp. operates eight large 
department stores — including 
Lord & Taylor and McCreery’s in 
New York City—the bulk of whose 

(Continued on page 300) 


























DECREASES SHOWN IN RECENT EARNINGS REPORTS 

1950 1949 

Beech Aircraft Corp. Year Sept. 20 $ .98 $1.54 

Omnibus Corp. 9 months Sept. 30 44 73 
Froedtert Grain & Malting ... 12 months Oct. 31 1.74 3.43 { 
Chicago Yellow Cab Co. Sept. 30 Quarter -36 58 f 

Ingersoll-Rand Co. 9 months Sept. 30 4.98 6.54 

Solar Aircraft Co. 6 months Oct. 31 51 1.49 

Chicago Corp. . Sept. 30 Quarter -18 -26 

Martin-Parry Corp. Year Aug. 31 99 2.47 

Twentieth Century-Fox Film 13 weeks Sept. 30 -65 85 

Oklahoma Natural Gas Co. . 12 morths Sept. 30 2.92 3.29 
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By E. 
The adverse turn in the Korean war will doubtless hasten 
| military planning and speed up the flow of war contracts but 


no sharp immediate spurt should be expected because there 
still remains the job of tool- 
ing up before production 
lines will be humming on 
PER CAPITA BASIS. defense business. This may 
M. W. S. INDEX take at least three months, 

possibly somewhat longer. 
Proof of this is seen in 
the liberalization of certain 
metal controls. Restriction 
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190 — on civilian use of aluminum, 
originally cut by 35%, has 

4 been changed to 20% in 

180 _ P.-nd January and 25% in Feb- 
AGO ruary whereafter the origi- 

cn | nal 35% cut will be rein- 


stated. The restriction on 
non-defense use of copper 
has been far milder than 
expected, with a cut of 15% 
TEAR in January and 20% for 
AGO February and March against 
former expectation of 35% 
for the entire first quarter. 

True, all this is partly due 
to growing pressure against 
unduly “tough” defense di- 
rectives with organized la- 
bor one of the main com- 
plainants because of fear 
of spreading unemployment. 
But it also reflects the fact 
that arms orders won‘t be 
in heavy production before 
March or April, that in the 
3 interim there is little point 

1939 in throttling civilian output 
more than necessary. 

In fact, some transient dis- 
employment will occur in 
spite of these steps and 
arms production won‘t be 
able to absorb it until next 
summer, always provided 
there is no all-out war with 
a complete crack-down on 
the civilian economy. One 
can assume, as a result, that 
while there will still be some 
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Whats Qhead por Rusiness? 


K. A. 


slow-down in business early next year, any dip will remain 
relatively insignificant. 

The dip in fact already appears to have started. The Fed- 
eral Reserve Board reports that following a further small 
advance of its index of industrial production to 215 in Octo- 
ber, November showed no further gain. In the latter month, 
too, industrial employment has been declining moderately, 
enough to force the NPA to retreat on its metal cutbacks. 

Other straws in the wind: Some big industrial organizations 
started trimming back their demands that suppliers accept 
large future raw materials orders. This happened after a fur- 
ther decline in November in the trend of new orders. The real 
reason for the former is perhaps somewhat difficult to isolate. 
But an interesting sidelight was also furnished by declining 
commodities future prices which broke unexpectedly on a 
curious mixture of tax, controls and “appeasement” fears— 
this in the face of the highly unsettling Korean situation. 
Whether this trend will continue is another matter, and per- 
haps it is best not to attach too much importance to it. Inter- 
estingly, greatest weakness occurred in the nearer positions 
hitherto the strongest, possibly on the thought that price ceil- 
ings would mean lower spot prices. At best, the situation must 
be regarded as fluid. 


Looking Further Ahead 


If the forthcoming interim dip in business is losing most of 
its significance for reasons stated, what comes thereafter 
assumes heightened importance from an over-all economic 
viewpoint. With a speed-up in re-arming plainly indicated, 
industrial production may eventually come fairly close to 
World War Il peak proportions. The gap is none too wide. 

Against a current index of around 215, the World War II 
peak was 247 or little more than thirty points higher. In view 
of the vast industrial expansion that has occurred in postwar, 
and new expansion schedules, a closing of the gap in rela- 
tively short order is entirely possible as defense contracts 
pour in. 

‘In other words, it should be possible to outdo the World 
War Il production effort with not nearly as severe restrictive 
repercussions on the civilian economy as was necessary at that 
time. This doesn’t mean it will be easy sledding; far from it. 
The road ahead will be tough enough but barring total war 
there will still be a semblance of peace economy left. How- 
ever, the number of those who are still talking an “easy” 
defense program has dwindled appreciably of late. There is 
heavy pressure towards tightening, not relaxing, curtailment 
of civilian output despite the temporary liberalization of the 
metals cuts. One weighty reason is that the possibility that 
World War Ill is upon us, today seems far less far-fetched 
than a few weeks ago. 
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The Business Analyst 





MONEY AND CREDIT—Grave news from Korea touched off 
fears of accelerated action on excess profits taxes, price con- 
trols and other restraints on civilian industry, thereby precipi- 
tating a sharp break in the stock market during the closing 
week of November. All three of our major common stock 
indexes slid to the lowest levels in 3 weeks, with turnover dur- 
ing the week ended December 2 reaching 12.2 million shares, 
heaviest since the week ended July 1, when sales totaled 17.1 
million. The decline of 6.1 points in our combined index of 
325 active common stocks during the week was also much 
smaller than during the week ended July 1 when it plunged 
12.5 points. All three of our major common stock indexes and 
21 of the group indexes made new highs during the week 
prior to the scare selling, while four groups advanced in the 
ensuing week, including three to new highs, despite general 
weakness of the market elsewhere. Corporate bonds closed 
the fortnight at the lowest average in 3 weeks; preferred 
stocks lowest in 4 weeks; but New York bank stocks were up a 
little. Foreign government dollar bonds sank to the lowest 
average since September 16, with the Serbian 7s dropping 
20%, the Greek 6s 9, and the Italy 7s 7%. The bank-eligible 
Victory 2¥%s sagged to the lowest price in 4 weeks; while the 
restricted series, reflecting the Treasury’s consent to somewhat 
higher interest rates on its short term issues, pierced the level 
at which the F. R. B. has supported the issue in recent months 
and sagged off to the lowest price since January 22, 1949. 
Stocks also slid off on the London, Paris and Amsterdam ex- 
changes but not quite so much percentagewise as on the New 
York Stock Exchange. During the fortnight ended November 
22, demand deposits at weekly reporting member banks rose 
$616 million, making a total expansion of $1,874 million since 
June 30. The banks disposed of an additional $83 million of 
U. S. securities, and expanded loans and other investments by 
$380 million; so that total earnings assets increased $297 
million. During the fortnight ended November 29, member 
bank reserves declined $255 million in consequence of a further 
drop of $111 million in monetary gold stocks, and sizeable 
increases in Treasury deposits and the volume of money in 
circulation, which were only partly offset by further expansion 
of $339 million in Reserve Bank credit. In the fiscal year to 
November 29 the Treasury has gone only $633 million into 
the red, compared with a budget deficit of $3,174 million in 
the corresponding period last year. The gross public debt is 
now $313 million larger than a year ago but $349 million 
smaller than on June 30. Shortly before the latest Korean 
reverses, Treasury Secretary Snyder estimated a deficit of 
around $2 billion for the full fiscal year and, on this basis, 
foresaw no urgent need for new financing until around the 
middle of calendar year 1951. The forecast was hedged by 
adding that any speed-up in the defense program would boost 
the deficit. In announcing a new refunding issue of 154% five- 
year notes, 4% higher than the preceding five-year note issue 
last March 15, the Treasury has accepted the increased interest 
rates maneuvered by the F. R. B. in recent months. Life insur- 
ance sales during October were 38% ahead of a year ago, 
including a boost of 169% in group life insurance. Consumer 
credit outstanding increased in October at a much slower rate 
than during the corresponding month last year, but, as curbs 
on instalment purchases were not stiffened until October 16, 
it is hard to estimate how much of the slow-down was due to 
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tighter credit terms and how much to a natural reaction from 
the previous three months of scare-buying. In weighing the 
causes, consideration should be given to the circumstance that 
non-instalment credit, which has not been, and probably will 
not be, tightened, showed a proportionate slowing down in 
its rate of expansion. In fact charge accounts actually declined 
$38 million in October, against an expansion of $74 million a 
year ago. 
© 

TRADE-—Severe storms during the week ended November 25 
depressed department store sales to an average level 3% 
below last year, leaving a net gain for the fortnight of only 5%. 





O. 


INDUSTRY—Grave news from the Korean front will speed 
our defense efforts. Some expansion in unemployment is ex- 
pected during the early months of the new year but spring 
will witness a heavy demand for armament workers that will 
more than take up the slack. 





O. 





COMMODITIES—Futures were down a little on the fortnight 
ended December 2 on fears of price controls but spot price 
indexes closed at new all-time highs. 
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Latest Previous Pre- 
Wk.or Wk. or Year Pearl PRESENT POSITION AND OUTLOOK 
Date Month Month Ago Harbor* 
MILITARY EXPENDITURES—$b (e) | Oct. 153 1.209.555 (Continued from page 289) 
eas ewer. ™~. eS -— Severe storms in Eastern states toward 
FEDERAL GROSS DEBT—$b Nov. 29 257.0 257.0 256.9 55.2 | the close of the fortnight ended November 
MONEY SUPPLY—$b 25 forced sharp curtailment in steel opera- 
Demand Deposits—94 Centers____ | Nov. 22 49.8 49.3 47.3 26.1 — ——— ~ ete a 
lett » caused a dip of more than 1% in 
aS — — = = re she nation’s overall ame of Business Ac- 
BANK DEBITS—13-Week Avge. tivity. The corresponding interval last year 
New York City—$b Nov. 22 10.26 | 1097 paoead 4.26 | witnessed a brisk upturn, so that the two con- 
93 Other Centers—$b. Nov. 22 15.28 15.09 12.23 7.60 trasting movements brought a sharp drop 
PERSONAL INCOMES—$b (cd2) Sept 231.1 228.4 205.6 102 to 8% in the margin of year-to-year gain. 
Salaries and Wages. Sept 153.7 151.9 136.8 66 : i 5 i 
Proprietors’ | Sept 44.6 46.1 39.2 23 Sudden reversal in the Korean situation 
Interest and Dividend: Sept 21.4 18.4 17.0 10 has not only raised grave military and dip- 
Transfer Pay Sept 11.4 12.0 12.6 3 lomatic problems, but also presents a 
(INCOME FROM AGRICULTURE) Sept 19.6 21.1 17.8 10 danger that hysterical efforts to speed our 
POPULATION—m (e) (cb) Oct. 1525 1523 1499 338 — aes — eg — ~~ 
endemertan hat 4 4: Ogre. mia an isa. -aie "EE eaiaiion goneieett calor. ask 
geet “i yea ea endl pot into full swing. Even under restrictions al- 
Civitien nia: poe san pee ps ready promulgated there is bound to be 
Unemployed “ty 19 23 36 3.8 some transitional rise in unemployment 
Nomina ne pa pre ns 08 though not so severe as currently predicted 
nie ae ante Pa a. es wee 80 by interests who would be directly affected. 
Pees vie wa a. =F prs While non-farm employment rose 448,- 
Weekly Hours Oct. 415 433 41.3 ~~ 429_| 000 in November to a new high for that 
San tie tiihlie te it ee 290 204 182 | month, Unemployment increased 300,- 
000 in consequence of temporary disloca- 
EMPLOYEES, Non-Farm—m (Ib) Oct. 45.8 45.7 42.6 37.5 | tions in industries converting to defense pro- 
Government Oct. 6.0 6.0 5.9 4.8 | duction or hampered by material shortages. 
Factory Oct. 13.1 13.0 17.4 13,7 * * * 
Weekly Hours Oct. 41.4 41.0 39.7 40.4 Shortages of steel and parts, for ex- 
Hourly Wage (cents) Oct. 149.7. 148.0 ~—-:139.2 77.3 ample, have been in some instances slow- 
Workly Wage G) os. cc ing production of automobiles; but huge 
PRICES—Wholesale (Ib2) Nov. 28 171.7. 171.2 ‘151.8 92.5 backlogs of unfilled orders will prevent 
Retail (cdlb) Sept 192.3 190.8 187.2 116.2 credit curbs and other Government re- 
COST OF LIVING (Ib3) Sept 173.8 173.0 169.6 100.2 | straints alone from causing any sizeable cut 
nn Sept 208.5 209.0 2042 113.1 in production until after the turn of the year. 
Clothing Sept 190.5 1859 187.2 1138 - 7 ee 
Rent Sept 124.8 124.6 121.2 107.8 In fact factory sales of Passenger Cars, 
RETAIL TRADE—$b after dropping 10% in September below 
Retail Store Sales (cd) Oct. 1208 1250 11.13 4.72 | the August peak, staged in October a con- 
lis iia “a 1 446 3.60 1.07 | tfaseasonal recovery amounting to more 
sia ieiedietiaitiaaiaile iii 786 8.04 753 3.65 | than half of the September drop. Since then 
Dep't Store Sales (mrb) Oct. 088 0.91 0.84 0.42 _| the pick-up has gained such momentum un- 
Retail Sales Credit, End Mo. (rb2)— | Oct. 1158 1160 © ©8.86 ~—-5.46._| Fer war scare buying that several manufac- 
turers have reported record breaking sales. 
MANUFACTURERS’ Among these are the Pontiac, Oldsmobile, 
New Orders—$b (cd) Total Oc. Ss oe ve 146 | Chevrolet and Buick divisions of General 
Durable Goods. oe. sige _— ae an Motors, and the Mercury division of Ford 
Non-Durable Goods Oct. 12.5 12.1 10.3 75 | sotor Co. 
Shipments—$b (cd)—Total___ | Oct. 22.8 21.3 17.0 8.3 a “ * 
wenpaller ars _ a mes = While non-residential building activity 
ne tt = - . - (except recreational) continues to ring up 
BUSINESS INVENTORIES, End Mo. new highs monthly, home building in 
Total—$b (cd) Sept. $3.9 53.9 aed spd November was 10% under October, though 
Manufacturers’ vedi m4 spe ae 164 | at a new high for that month and 36% 
Wholesalers’ on. vt a ~ - ahead of November of last year. The net 
Retailers’ Sopt. sg —_— 8.1 | result for November was a total outlay of 
Dept. Store Stocks (mrb) oy. oad = = 14 | $2.5 billion on all types of Construction 
BUSINESS ACTIVITY—1—pc Nov. 25 1748 176.2 1644 41.8 | —8% below October but still 23% ahead 
Nov. 25 206.1 207.8 190.6 46.5 of November, 1949. Total construction ex- 


(M. W. S.)\—1—np. 
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Date Month Month Ago Harbor* 

INDUSTRIAL PROD.—1—np (rb) Oct. 215 212 166 174 penditures for 11 months have topped $25 
Mining Oct. 167 163 112 133 billion—22% more than in the correspond- 
Durable Goods Mfr Oct. 260 252 175 220 ing period last year. 

Non-Durable Goods Mfr____ } Oct. 195 194 177 151 + + * 

CARLOADINGS—t—Total Nov. 25 701 837 664 833 A contra-seasonal rise in Home Build- 
Manufactures & Miscell Nov. 25 346 402 295 379 ing starts is expected before long because 
Mdse. L. C. L. Nov. 25 71 85 73 156 builders rushed to put in their loan requests 
Grain Nov. 25 50 59 42 43 before the October 12 deadline. The F.R.B. 

expects that it will be late winter before 

ELEC. POWER Output (Kw.H.) m Nov. 25 6,507 6,728 5,537 3,267 ellests of the tan building atin com ten 

SOFT COAL, Prod. (st) m Nov. 25 9.0 11.8 13.0 10.8 appraised. 

Cumulative from Jan. 1__-_ | Nov. 25 453 444 394 446 + * * 
Stocks, End Mo Oct. 70.4 64.3 67.1 61.8 The greatest single contributing cause of 

PETROLEUM—(bbis.) m current shortages is Government Stock- 
Crude Output, Daily. =| Nov. 25 5.9 59 5.2 41 piling, ineptly timed and often needless. 
Gasoline Stocks Nov. 25 106 105 105 86 The logical time to stockpile is when, as in 
Fuel Oil Stocks. Nov. 25 46 46 67 94 1949, basic materials are in abundant sup- 
Heating Oil Stocks. Nov. 25 87 87 92 55 ply. In times of acute shortages it doesn’t 

LUMBER, Pred.—(bd. ft.) m Nov. 25 671 822 604 632 make sense to build up hoards of domestic- 
pears * d Mo. (bd. ft) b me i - - ms ally-produced materials such as aluminum, 

en toaneaiae laste ; : ; ’ for example. The case is different for stock- 

STEEL INGOT PROD. (st) m Oct. 8.72 8.19 0.93 6.96 | piling imported materials, supplies of which 
Cumulative from Jan. 1_____ | Oct. 80.3 71.6 66.0 74.7 might be cut off by war. 

* * * 

ENGINEERING CONSTRUCTION : ae 
AWARDS—$m (en) Nov. 30 260 253 220 94 In times of insistent demand, mere matters 
Cumulative from Jan. 1_____ | Nov. 30 10,927 10,667 7,513 5,692 of cost and credit terms are no more effec- 

tive in restricting sales than was prohibition 

naumrannatabed in checking the drinking habit. But when a 
Paperboard, New Orders (st)t______. | Nov. 25 181 228 165 165 Saeed P 

: abricator or an industry can’t get enough 
U. S. Newsprint Consumption Oct. 546 485 518 352 E . : 
raw material, it has to cut production. That 
Do., Stocks (mpt), End Month Oct. 650 688 655 523 x . ps fe 
, is what’s happening now in some lines 
Natural Rubber Consumption (It)t_— | Sept. 59.8 64,3 44.0 54.3 A z 
although most raw materials are being 
Do., Synthetic Sept. 48.6 50.4 32.4 0.5 senate’ anak ek eumelanin 
Pneumatic Casings Production—m—— | Sept. 7.8 8.7 5.6 4.0 ‘ 
b—Billions. ecb—Census Bureau. cd—Commerce Dept. cd2—Commerce Dept., lly adjusted thly totals at annual rate, before taxes. 
edib—Commerce Dept. (1935-9—100), using Labor Bureau and other data. e—Estimated. en—Engineering News-Record. I—S lly adjusted index 


(1935-9—100). Ib.—Labor Bureau. Ib2—Labor Bureau (1926-100). Ib3—Labor Bureau (1935—100)?"lt—Long tons. m— Millions. mpt—At mills, publishers, 
and in transit. mrb—Magazine of Wall Street, using Federal Reserve Board Data. np—Without compensation for population growth. pc—Per capita basis. 
rb—Federal Reserve Board. rb2—Federal Reserve Board, instalment and charge accounts. st—Short tons. t—Thousands. *—1941: November, or week 


ended December 6. 
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No. of 1950 Ind (Nov. 14 1936 CI.—100) High Low Nov.25 Dec.3 
Issues (1925 lose—100) High Low Nov. 25 Dec.3 100 HIGH PRICED STOCKS ...... 105.38 85.27 105.38D 101.36 
325 COMBINED AVERAGE .......... 169.4 134.7 169.4D 163.3 100 LOW PRICED STOCKS....... 201.46 151.88 201.46D 194.98 
4 Agricultural Implements ...... 234.3 180.7 234.3B 225.6 5 Investment Trusts .................. 83.0 66.5 83.0D 78.7 
10 Aircraft (1927 Cl.—100) .... 265.1 170.8 254.5 265.1D 3 Liquor (1927 Cl.—100) ...... 1138.0 797.3, 1138.0D 1076.8 
6 Air Lines (1934 Cl—100) ... 538.3 450.3 535.3 518.1 BW PAGING. racic vcsessssscenccsinccese 175.5 140.6 175.5B 1643 
FT RMON aiiiccdsscssecstecseesscs 104.4 78.0 92.2 87.8 SO UID COR CIOO cass soienccdsscscesccesse: 134.0 99.6 134.0D 123.1 
10 Automobile Accessories ...... 241.7 195.6 238.4 224.4 3 Meat Packing ................0000.. 108.3 85.9 101.7 99.7 
12 GtOINGIIOS: siscesessscescescssese ; 39.1 28.5 36.7 35.5 12 Metals, Miscellaneous .......... 225.0 13.9 225.00 224.6 
3 Baking (1926 Cl.--100) ....... 23.3 19.0 20.5 20.3 RE aos scichavissiccecaictenssaccasc: 323.5 213.4 323.5Z 309.7 
3 Business Machines ................ 293.8 226.5 293.8B 283.2 Se ROONOMI, csc cossticacessscansciessss 341.1 243.0 341.1Z 324.3 
2 Bus Lines (1926 Cl—100) ... 176.6 145.9 162.0 157.8 27 Public Utilities ...........00.00..0..... 153.7 127.7 137.0 134.2 
SN CHANUGOAE. «sseiccecciasscoiévcscecseiinss 322.3 256.4 322.3T 315.8 5 Radio & TV (1927 Cl.—100).. 35.3 18.1 28.7 26.2 
S Coad WANG: cicossctecssccecscsisceess 14.7 TES 14.7A 14.1 9 Railroad Equipment .............. 61.1 43.0 61.1B 59.4 
4 Communication 64.1 41.9 63.2 61.9 eM WMO Fcc cect acuacaitsconciceess 33.4 22.3 33.3 32.5 
9 Construction ........... 64.9 51.3 58.1 55.8 MA MII sooo cos ceaeaaivsscseeeecssice 38.0 30.7 37.8 38.0D 
7 Containers .............. ww 6 OOS 282.1 366.5 344.9 3 Shipbuilding ............ P 166.2 139.7 144.6 147.1 
9 Copper & Brass 126.7 80.3 126.7D =: 120.1 3 Soft Drinks 295.9 326.0 311.1 
2 Dairy Products 83.7 68.1 83.7R 79.3 15 Steel & Iron 96.1 147.3D 138.4 
5 Department Stores .............. 73.3 56.6 ala 66.6 Or gases vacasics Sasa 5 48.7 65.6 65.9C 
6 Drugs & Toilet Articles ........ 273.0 170.2 273.0C 204.7 Me AGW aoa cacavsiatbeguckesiciccteececs : 301.6 441.7Z 422.4 
2 Finance Companies .............. 361.8 253.8 275.4 255.4 Me WORIEMIY ooo cocscatsdo cxcecas Sovsieeccecsce : 119.9 178.3D 175.8 
7 Food Brands ................... «> ‘Towel 162.0 188.1C 181.3 3 Tires & Rubber 32.0 47.7D 46.1 
2 ROBE CONOR a visas sicccscedesesseesese 115.3 86.3 115.38 110.8 6 Tobacco ......c.ccccecse. ki 77.3 85.9 82.4 
ROUTER sk ccnk scscazssvesiaecettives 80.8 61.1 69.1 63.7 2 Variety Stores 313.2 322.5 315.1 
4 Gold Mining ...................0.. 753.5 509.7 590.0 543.2 19 Unclassified (1949 Cl—100).. 117.0 93.2 117.0A 110.2 








New HIGH since: A—1949; B—1948; C—1947; D—1946; R—1931; S—1930; T—1929. Z—New all-time HIGH. 
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Trend of Commodities 





Fears that price ceilings might be hastened by the Korean 
crisis caused commodity futures to close down a little on the 
fortnight ended December 2 but our own index of raw material 
spot prices ended at a new all-time high. Among the 14 com- 
ponents of that index, only 4 closed down on the fortnight— 
including cotton, off 75 cents; rubber, down 1.6 cents; and 
hides, down a half cent. All others were up fractionally, or 
unchanged in price. Quicksilver at New York was advanced 
an additional $15 to $122.50 per 76-pound flask, following a 
like boost in Spain’s export quotation. Molybdenum went up 
an additional 10 cents a pound. Silk has climbed to $4.40 a 
pound, from $4 in early September. A year ago it sold for 
$2.85. Texas Gulf lifted sulphur to $21 a ton at the mine. 
Coffee at wholesale has been upped another 2 cents a pound 


but it looks now as though Brazil may have about 20% more 
than this year for export during the crop year starting next 
July. The Agriculture Department looks for near-record crops 
here next year, bugs and weather permitting. Insecticide makers 
say there was hardly enough bug-killer to go around this year 
and fear a big scarcity next year owning to shortages of such 
raw materials as sulphur, chlorine, benzene, alcohol, copper 
and lead—unless the Government grants adequate priorities. 
Looks as though we may be heading for a cotton shortage for 
the last four months of the current season, April through July. 
Practically all of the Government-held surplus has been sold 
—at a profit of around $50 million which, according to law, 
must be distributed among growers. Had there been a loss, it 
would have been shouldered by taxpayers. 
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U. S. DEPARTMENT OF LABOR INDEX OF 28 BASIC COMMODITIES 


Spot Market Prices—August, 1939, equals 100 

Date 2Wk.1 Mo. 3Mo. 6Mo. 1Yr. Dec. 6 
Dec.4 Ago Ago Ago Ago Ago 1941 
346.9 348.1 339.9 322.9 268.3 249.4 156.9 
373.6 379.6 371.0 344.1 269.6 260.0 157.3 
330.7 329.1 321.2 309.8 267.4 242.7 156.6 


28 Basic Commodities 
11 Imported Commodities 
17 Domestic Commodities 


Date 2 Wk. 1 Mo. 3 Mo. 6Mo. 1Yr. Dec. 6 
Dec.4 Ago Ago Ago Ago Ago 1941 
361.9 360.9 354.7 358.1 329.9 298.9 163.9 
367.6 362.5 356.3 370.6 336.6 303.3 169.2 
334.7 340.3 332.9 299.2 240.6 226.9 148.2 


7 Domestic Agriculture 
12 Foodstuffs 
16 Raw Industrials 
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14 Raw Materials, 1923-25 Average equals 100 
Aug. 26, 1939—63.0 Dec. 6, 1941—85.0 
1950 1949 1947 1945 1941 1939 1938 1937 


High 191.9 161.5 164.0 95.8 587 783 658 93.8 
BIN cissnsconshcsvares 134.2 134.9 1264 93.6 743 61.6 57.5 64.7 
292 
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Average 1924-26 equals 100 
1950 1949 1947 1945 1941 1939 1938 1937 


High .. 195.3 146.2 184.4 111.7. 88.9 67.9 57.7 86.6 
MW cchsisonsssatsine 140.8 128.6 123.0 986 58.2 489 473 54.6 
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Keeping Abneast of Industrial 


« and Comnany News ° 





The Commonwealth Edison Company’s postwar 
construction program now involves the expenditure 
of more than $750 million, including outlays by the 
System’s associated utilities. About $400 million has 
already been spent since the removal of wartime 
limitations at the end of hostilities. As a result, in 
excess of 500,000 kilowatts of electric generating 
capacity have been installed, with 650,000 additional 
kws under consideration or actually authorized. 
Within the next four years about $350 million will 
be required to finance the remainder of the program. 


Increased demand stemming from the national 
mobilization program has led Minneapolis-Honey- 
well Regulator Company to purchase a sizable plant 
and an additional 60,000 square feet of land in 
Philadelphia. This facility will be used by the com- 
pany’s Brown Instruments Division, whose activities 
in this area have expanded notably in postwar. Em- 
ployment is nearing the 2000 mark, or 20° more 
than during the World War II peak. The new acquisi- 
tion will mark the second expansion move of Honey- 
well-Brown in less than two years. The management 
believes that the whole industrial instrument indus- 
try will experience heavy demand in the foreseeable 
term. 


A substantial decline in the consumption of im- 
ported crude rubber in 1951 and a marked increase 
in the use of American-made rubber has been pre- 
dicted by John L. Collyer, president of the B. F. 
Goodrich Company. By early next year, production 
of synthetic rubber in the United States should ex- 
pand to an annual rate of 925,000 long tons. This 
would permit a reduction of crude rubber usage of 
from 35% to 45% from the 1950 level. Mr. Collyer 
predicts that total rubber consumption in 1951 will 
be lower than in 1950, even though military require- 
ments will be higher, due to decreased production of 
automobiles. It is encouraging to note, this author- 
itative source points out, that there is now enough 
imported crude rubber and American rubber pro- 
ductive capacity within our country’s borders to 
meet military demand for a five-year war and at the 
same time supply rubber for essential civilian use. 


Osborne Bezanson, president of the Chemstrand 
Corporation has confirmed that his company is nego- 
tiating a licensing agreement with E. I. du Pont de 
Nemours and Company for the manufacture and sale 
of nylon yarn. Chemstrand would be the first concern 
in America, other than the du Pont Company, to 
produce nylon. The company was formed about a 
year ago under the joint ownership of Monsanto 
Chemical Company and American Viscose Corpora- 
tion for research and development work in the field 
of synthetic fibers, and only recently announced 
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plans for construction of a multimillion dollar plant 
in Alabama for production of a new acrylic fiber. The 
prospect of offering customers nylon as well should 
enhance Chemstrand’s sales potentials. 


Radio Corporation of America plans expenditures 
totaling $8 million in converting the former Rich 
Ladder & Manufacturing Company plant in Cin- 
cinnati to produce electronic receiving tubes. RCA 
has long been a leading specialist in this field and 
presently enjoys an annual volume of about $150 mil- 
lion in radio and TV tubes, representing approxi- 
mately a third of the industry business. Despite the 
prospective cutbacks in civilian equipment, it is clear 
that the company envisages a very large demand 
arising from the Rearmament Program. 


Similar influences have induced Landsdale Tube 
Company, a subsidiary of Phileo Corporation, to ex- 
pand its facilities for the production of critically 
short electronic tubes for the Armed Forces. The 
company has purchased a site at Frederick, Mary- 
land, on which a plant with an area of 110,000 square 
feet on one floor will be constructed. Upon comple- 
tion, the new facility eventually will require 1,000 
employees. Because of the rapidly increasing require- 
ments of the Government for radar and other elec- 
tronic equipment, Philco is also considering construc- 
tion of a large new plant in Philadelphia, close to 
its main facilities. 


With steel for freight car construction in short 
supply, Pressed Steel Car Company sees a_ bright 
future for its new “Unicel” car that utilizes lami- 
nated plywood. A few weeks ago, the company intro- 
duced its first Unicel freight-refrigerator model, con- 
taining 20 tons less steel than hitherto was possible. 
A cellular laminated plywood body is molded in one 
piece. A larger payload when full is carried, and 
when the car is empty it is lighter to pull than other 
types. If plywood under all-out war should become as 
scarce as steel, new mills could be constructed at far 
less than the cost of additional steel capacity. The 
cost of these cars should warrant a price consider- 
ably below that of conventional steel box cars. 


A limited marketing test of a new and revolution- 
ary frozen and concentrated chocolate drink is now 
being made in the Chicago area by Beatrice Foods 
Company. The product is packed in cans the same size 
as frozen fruit juice concentrates and is being tested 
in a number of outlets established in the field. By 
adding three cans of water to a can of the chocolate 
concentrate, a housewife can prepare a well flavored 
drink of full strength that is indistinguishable from 
a drink prepared with fresh milk. To make hot 
chocolate, three cans of hot water can be used instead 
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of cold. The product also can be utilized as a syrup 
in making puddings, cakes and ice cream. 


Sloane-Blabon Corporation has announced comple- 
tion of an $11 million three year plant expansion and 
modernization program, by which it has become pos- 
sible to double output of hard surface floor cover- 
ings. The management considers this accomplish- 
ment marks the most important milestone in the 
company’s 143 year history. Construction of 21 
buildings at the main plant in Trenton, New Jersey, 
and additions to facilities in Philadelphia now pro- 
vides Sloane-Blabon with space that occupies a 
ground area comparable to the entire Loop District 
in Chicago. Streamlined operations now begin at a 
raw materials warehouse, continues through produc- 
tion and processing stages, inspection departments 
and ends as finished products at a dock for prompt 
shipment to dealers. 


In a move to expand by a third its sales outlets in 
the Detroit, Michigan area, Gulf Refining Company 
has purchased all physical assets in that region of 
Sohio-Fleetwing, Inc., wholly owned subsidiary of 
Standard Oil Company of Ohio. The agreement em- 
braces purchase of a number of service station prop- 
erties and the assignment of leasehold rights in 
others. By this deal, Gulf merchandise will become 
available to some 85 additional service station out- 
lets, as well as a large number of consuming ac- 
counts around Detroit formerly served by Fleetwing. 
Additional assets acquired include five bulk plants 
and numerous trucks, trailers and passenger cars. 
Robert Crawford, present district manager for Gulf, 
will direct the enlarged marketing operations. To 
date, Gulf has been supplying the region through 200 
service stations. 


The facilities of Victor Animatograph Corpora- 
tion at Davenport, Iowa, have been purchased by 
Bendix Aviation Corporation for defense work. Pro- 
duction of aircraft instruments and accessories for 
the expanding military program will be the primary 
objective. The plant acquired was built in 1947 at a 
cost of $1.5 million and contains 154,000 square feet 
of manufacturing space. The facility will be oper- 
ated as a new division of Bendix, increasing the total 
number to 17, exclusive of subsidiaries. Total em- 
ployees may number 2000, a number of whom may be 
recruited from the Victor concern, now operating as 
a subsidiary of Curtiss-Wright. 


A new demonstrator locomotive will be operating 
on eastern railroads for the next several months, ac- 
cording to an announcement by American Locomo- 
tive and General Electric Company. This new 6400 
hp diesel-electric is described as a dual purpose loco- 
motive, designed for freight operation, but appli- 
cable to passenger service with the installation of 
train heating equipment. Its continuous pulling 
power is 25% greater than previous models. Com- 
posed of four 1600-hp units, the new giant is one of 
the most powerful and versatile locomotives on the 
rails today. It has a normal top speed of 65 miles per 
hour, but by a simple change in gearing nearly 100 
miles per hour can be attained. A similar locomotive 
now operating over western railroads is equipped 
with train-heating equipment that produces enough 
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heat for 100 average-sized homes. The new dual pur- 
pose design is the successor to the Alco-GE Freight 
locomotive model, of which more than a million 
horsepower have been delivered to American and 
foreign railroads since 1945. 


New York Central System’s latest order for diesel- 
electric locomotives, recently placed, is the largest of 
its kind ever undertaken by this road. It calls for 200 
units, costing about $31 million. This latest order, 
when deliveries are completed by the end of next 
September, will bring to 1255 the number of diesel 
units owned by the company and affiliated railroads. 
Total horsepower will reach 1,491,100. In a short 
time the Boston & Albany Railroad will extinguish 
the last of its steam engine fires. 


For decades past, Westinghouse Electric Corpo- 
ration has produced an extraordinary material of 
which relatively few people have ever heard. Called 
Micarta, this product is made from paper and resin 
to form a tough laminated plastic. As strong as 
structural steel of equal weight and as flexible as 
cold rolled steel, Micarta is rust-proof and resistant 
to acids and alkalis, besides being one of the best 
electrical insulators. In today’s modern steel mills, 
Micarta Bearings weighing no more than 50 ounces 
carry million-pound loads. The timing gears of many 
automobiles are made of this material and almost 
every airplane built in this country for 20 years past 
uses Micarta pulleys for operating controls. Liners 
that fit into army steel helmets, stern bearings for 
giant ship propellers, and even ski bottoms and tops, 
use the material very effectively. In the circum- 
stances, it is hardly a surprise that Westinghouse’s 
Micarta Division has become one of the largest plastic 
laminating plants in the world. In a single year it uses 
enough paper and cloth to form a 30 foot strip reach- 
ing from New York to Los Angeles. 


The largest ship in the history of inland water 
transportation will be built for National Steel Corpo- 
ration, it has been announced. The huge carrier will 
be almost twice as long as the 264 feet ships of the 
American iron ore fleet now operating on the Great 
Lakes. Ultra modern accommodations will be pro- 
vided for the crew of 38, with a cabin and bath for 
each two crew members, and single cabins with 
baths for the officers. Recreation rooms for the crew 
will be provided both fore and aft, and a hospital 
will serve all personnel. It is estimated that approxi- 
mately 7500 tons of steel will be required for con- 
struction of this large vessel. 


Of the average dollar received last year by the 
American meat packing industry—its 4000 companies 
comprising the world’s largest food manufacturing 
group—the country’s farmers got about 78 cents. 
Payrolls took an additional 10.7 cents, other expenses 
about 9.6 cents and taxes 1 cent. Net earnings of 
this prodigious business averaged 7/10 cents out of 
each dollar of sales, or about 14 of a cent per pound 
of meat sold. Profits included those made on the sale 
of meat as well as on all other products, such as 
soaps, cleansers, medicinal glands, lard, dairy and 
poultry products. The farmers’ share of the sales 
dollar of course was pared by allowances for pur- 
chase of livestock, feed, etc., not to mention outlays 
for labor, transportation and taxes. 
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The Personal Service Department of THE MAGAZINE OF WALL STREET 
will answer by mail or telegram, a reasonable number of inquiries on 
any listed securities in which you may be interested or on the standing 
and reliability of your broker. This service in conjunction with your 
subscription should represent thousands of dollars in value to you. It is 
subject only to the following conditions: 

. Give all necessary facts, but be brief. 
2. Confine your requests to three listed securities at reasonable intervals. 
3. No inquiry will be answered which does not enclose stamped, self- 


addressed envelope. 


4. No inquiry will be answered which is mailed in our postpaid reply 


envelope. 


5. Special rates upon request for those requiring additional service. 





Food Machinery & Chemical 
Corporation 


“Please supply recent earnings of 
Food Machinery & Chemical Corpora- 
tion as I am interested in getting late 
figures on this growth company.” 

L. A., Middletown, Conn. 


Billings of Food Machinery & 
Chemical Corporation to custom- 
ers for the quarter ended Septem- 
ber 30, 1950, amounted to $29,- 
263,336 compared to $22,437,209 
in the corresponding period of a 
year ago. 

Earnings for the quarter ended 
September 30, 1950, after pro- 
vision for Federal income taxes at 
the new rates, amounted to $2,- 
478,435, or $1.09 per share, after 
deduction of preferred dividends. 
Earnings for the corresponding 
quarter of 1949 amounted to $1,- 
052,142, or 42¢ per share, after 
preferred dividends. 

The above earnings include the 
additional tax accrual necessary 
to adjust earnings to conform 
with the 1950 Revenue Act. This 
necessitated an additional tax ac- 
crual of $181,393, which was set 
up as a deduction from third 
quarter earnings. By this method 
of accounting, earnings for the 
quarter were further reduced by 
8¢ a share to $1.01. 


In spite of the higher tax rate 
in the current year, earnings for 
the nine months ended September 
30, 1950, amount to $5,306,586 
after deduction of Federal income 
taxes, compared with earnings of 
$4,144,451 one year ago. 
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Incoming order rate for the 
third quarter was at a higher rate 
than billings to customers. Conse- 
quently, unfilled orders increased 
to $9,480,000, compared with un- 
filled orders of $4,800,000 on Sep- 
tember 30, 1949. 

Leased machinery income for 
the quarter and for the year-to- 
date reflect an increase over the 
same period in 1949. Company 
has just completed the manufac- 
ture of a number of new citrus 
juice extractors for the juice can- 
ners and juice concentrate manu- 
facturers in Florida, Texas and 
California. The returns from these 
machines should add materially 
to leased machinery income in 
1951. 

On October 30, 1950, the quart- 
erly dividend on the common 
stock was raised to 3714¢ per 
share. It is the intention of the 
directors to continue the dividend 
at the new annual rate of $1.50 
per share unless there is a sub- 
stantial change in economic con- 
ditions or in the earnings outlook 
for the company. The prospects 
for the company’s business in 1951 
indicates further growth. 


Sherwin-Williams Company 


“T have been a subscriber to your 
valued publication for a good many 
years and only on occasion take advan- 
tage of your Personal Consultation Ser- 
vice. Would appreciate pertinent data 
on recent operations of the Sherwin- 
Williams Company.” 

E. W., Chambersburg, Pa. 


Consolidated net earnings of the 
Sherwin-Williams Company after 





all deductions for the fiscal year 
ended August 21, 1950 were $9,- 
813,163. After allowing for pre- 
ferred dividends, the net earnings 
were equivalent to $7.44 per share 
on the present outstanding 1,277,- 
854 shares of common stock. 

The sales volume in dollars are 
6.3% greater than last year. The 
percent of increase in gallonage 
sold, however, was more than this 
on account of lower paint prices 
in effect during the year. 

Due to exchange restrictions 
that have prevailed in trade rela- 
tions with Brazil and Argentina, 
a reserve fund of $1,500,000 has 
been built up in prior years, the 
purpose of which was, among 
other things, to offset the earnings 
of the Brazil and Argentina sub- 
sidiaries that had been included 
in the company’s consolidated net 
earnings. In view of the fact that 
such exchange restrictions are 
still in effect, particularly as they 
apply to transfer of earnings from 
these countries to the United 
States, and there appears to be lit- 
tle prospect of an early improve- 
ment, the company decided to 
eliminate these earnings not only 
from report of the current year 
but also those of all previous years 
since the date of the original in- 
vestment. The effect of this ad- 
justment is that the assets and 
liabilities of Brazil and Argen- 
tina subsidiaries are no longer 
consolidated in the company’s bal- 
ance sheet but now appear at the 
original investment value on the 
balance sheet under the caption 
“Securities of Subsidiaries Not 
Consolidated”’. 


Several million dollars were 
spent over the company’s various 
plants to modernize equipment 
and increase production facilities 
in the last year. In addition, a 
new Tin Can plant has been built 
at Hubbard, Ohio, to serve the 
company’s Eastern plants. The 
Chicago unit will now primarily 
take care of the requirements of 
the Western plants. 

The Government rearmament 
program has developed a gradual 











tightening raw material situation. 
There is an abundance of oil such 
as linseed and soya, but pigments, 
including lead, zinc, titanium and 
certain colors, are in shorter sup- 
ply. Some of them are already on 
allocation. 

Dividends including an extra 
totaled $3.1214 a share in 1950 
against $3.00 paid in 1949. 


White Motor Company 


“I understand that White Motor Com- 
pany has shown an improved profit 
margin and would like to know what has 
accounted for the improved results. Also 
what is the outlook over coming months.” 


C. J., Whiting, Indiana 


Net sales of White Motor Com- 
pany for the first six months of 
1950 were $44,417,918 and net 
profit after all charges including 
depreciation and estimated pro- 
vision for Federal and Canadian 
taxes on income computed at the 
rate in effect at June 30, 1950, 
amounted to $1,466,912 for the 
period. This amounts to $2.13 per 
share of common stock. 

Net sales for the first six 
months of 1949 were $39,685,876. 
Net profit for the same period a 
year ago was $185,490, equivalent 
to 27¢ per share. 

Sales of trucks and buses dur- 
ing the first six months of 1950 
totaled 6,532 units as compared 
with 5,456 for the same period a 
year ago. 

Although sales were at compar- 
atively low levels at the close of 
1949 and during the early weeks 
of 1950, there was a substantial 
upsurge in business even before 
the recent development in Korea. 
The new products, particularly 
the “3,000” series trucks, devel- 
oped in recent years put the com- 
pany in a favorable position to 
take advantage of this increased 
demand. This increase in volume, 
combined with the economies in 
manufacturing made possible by 
the capital expenditures for tools 
and equipment, together with bet- 
ter control of distribution costs, 
have results in an improved profit 
margin. 

Notwithstanding the larger vol- 
ume of sales, inventories have 
been kept at a satisfactory level, 
being $25,832,259 at June 30, 
1950, compared with $27,459,743 
on June 30, 1949 and $23,390,817 
on December 31, 1949. Net work- 
ing capital at June 30, 1950 was 
$32,354,128 compared with $30,- 
524,488 on June 30, 1949 and $30,- 
508,807 on December 31, 1949. 
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The company’s financial posi- 
tion is, therefore, satisfactory. 

Prospects over coming months 
continue favorable. 

The common dividend was re- 
cently increased from 40¢ to 50¢ 
per share and the 20¢ extra de- 
clared make total payments this 
year of $1.60 per share against 
$1.15 in 1949. 


Federated 
Department Stores, Inc. 


“I have been wondering how the de- 
fense program is likely to affect earn- 
ings of Federated Department Stores. 
Please report recent earnings and what 
stores comprise the Federated group.” 


E. M., Elizabeth, N. J. 


Federated Department Stores, 
Inc. reported unaudited net in- 
come of $4,851,876 after Federal 
income taxes for the 13-week 
period ended October 28, 1950 
with with per share earnings of 
$1.73 on the common stock. This 
compared to net income of $3,- 
777,215 and common steck earn- 
ings of $1.32 a share in the third 
quarter of 1949. 

For the 52-week period ended 
October 28, 1950, net income after 
Federal income taxes totaled $18,- 
219,759 providing per share earn- 
ings of $6.44 on the common stock. 
This compared to net income of 
$13,937,401 and per share earn- 
ings of $4.95 in the 52-week 
period ended October 29, 1949. 

Third quarter sales this year 
totaled $93,565,207, an increase 
from sales of $83,672,958 in the 
same period in 1949. Net sales in 
the 52 weeks ended October 28, 
1950 amounted to $368,725,911 
compared to $360,625,510 for a 
similar period ended October 29, 
1949. 

The opinion of management and 
research staff is that sales are 
likely to show small gains through 
the first half of next year. Higher 
taxes, credit regulations, and 
other factors that develop with 
the defense program are likely to 
substantially offset influences 
tending toward higher sales. 

The Revenue Act of 1950, 
adopted in recent quarter, has the 
effect of increasing effective rate 
of Federal income tax for the en- 
tire current fiscal year ending 
February 3, 1951, to slightly more 
than 42%. This new rate has been 
applied to the pre-tax income of 
the third quarter ended October 
28, 1950, and to the preceding 26 
weeks. Therefore, the 52 weeks 
ended October 28, 1950, include 
39 weeks adjusted to the new tax 
rate. The remaining 13 weeks in- 





cluded therein bears only a 32.3% 
rate for Federal income taxes, 
having been affected by special] 
circumstances in connection with 
the completion of the corporate 
simplification program. 

The Federated Department 
Stores group include Filene’s in 
Boston, Bloomingdale’s in New 
York, Abraham & Strauss in 
Brooklyn, Lazarus in Columbus, 
Shillito’s in Cincinnati, The Boston 
Store in Milwaukee, Foley’s in 
Houston and Halliburton’s in Ok- 
lahoma City. 

Dividends this year totaled 
$2.50 a share against $2.00 paid 
in 1949. 


Greyhound Corporation 


“Please report operating trend of 
Greyhound Corporation this year and 
dividend rate.” 


M. C., Providence, Rhode Island 


Consolidated net income of the 
Greyhound Corporation for the 
nine months ended September 30, 
1950, was $9,929,995 after all 
charges and taxes, equivalent 
after preferred dividend to $1.05 
a share on 9,330,090 shares of 
common stock outstanding. This 
compared with net income for the 
same period a year ago of $9,116,- 
162, equivalent after preferred 
dividend to 96c a common share. 

In the third quarter an adjust- 
ment was made in the provision 
for federal income taxes to reflect 
the increase in taxes for the year 
1950, as provided by the new In- 
ternal Revenue Act. This increase 
was equivalent to 8c a share of 
Greyhound common stock. 

Total operating revenues for 
the nine months period amounted 
to $138,058,108 compared with 
$139,795,048 for the correspond- 
ing period of last year, a decrease 
of 1.2%. Total bus miles operated 
in the same comparison showed 
a decrease of 3.5%. Operating 
revenues and bus miles operated 
in 1949 were ffected by strikes 
then in progress on two Grey- 
hound companies operating in the 
Northwest. 

Revenue per bus mile, reflect- 
ing a reduction in bus miles oper- 
ated in line with traffic trends, as 
well as some increases in fares, 
amounted to 40.7¢c a mile for the 
nine months period, compared 
with 39.8c for the same period a 
year ago. Operating expenses for 
the period of 34.2c a mile was 
slightly below the 34.6c a mile for 
the first nine months of 1949. 

Acquisition by the Greyhound 

(Please turn to page 300) 
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Outlook for Cement Industry 





(Continued from page 285) 


improvement has been shown, 
partly due to a recapitalization in 
1945. 


Net per share rose from $2.28 
per share in 1946 to $4.37 in 1949, 
rather closely corresponding with 
a similar advance in volume from 
$11.9 million to $17.9 million. In 
nine months of 1950, $4.22 a share 
was earned. In the 1929-46 period, 
no common dividends were paid 
but they have been maintained 
since then. A recently declared 
extra of 70 cents made an indi- 
cated total of $2 per share for 
1950. The unimpressive record of 
this concern has rendered its 
shares very speculative, partly re- 
flected by a current yield of 8.1% 
at their recent price of 245. The 
company, however, maintains a 
strong finaneial position and has 
retired more than half of $3.25 
million mortgage debt incurred in 
1940. 

Alpha Portland Cement Com- 
pany represents the merger of 
several established concerns in 
1910 and the subsequent acquisi- 
tion of others. An annual caapcity 
of around 12 million barrels is 
furnished by eight plants located’ 
in New York, Pennsylvania, Mis- 
souri, West Virginia, Ohio, Illi- 
nois and Alabama. The increasing 
demand for cement in postwar 
enabled Alpha to forge ahead 
steadily but for many years be- 
fore then, earnings were limited 
and quite spotty. 


Favorable Outlook 


Under unusually favorable con- 
ditions in 1950, nine months sales 
of $16 million were slightly 
higher than a year earlier, while 
net earnings after increased taxes 
were reported as $5.72 a share for 
twelve months ended September 
30, 1950. The outlook for this 
company in 1951 is favorable and 
dividends should continue at close 
to the annual rate of $3 per share 
paid in the current year, although 
interim payments may be moder- 
ate pending results at the year’s 
end. Uncertainty over dividend 
potentials, though, make for a 
rather high current yield of 8.8%. 

On the whole, it will be seen that 
the cement industry has been 
benefitting notably by the boom 
in construction that depends so 
substantially on concrete for its 
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main supply material. With firm 
prices well assured, and room for 
an advance if necessary, the lead- 
ing concerns in this field should 
give a fairly good account of 
themselves in 1951 if demand’ 
holds up as well as now seems 
probable. It should be realized, 
though, that during World War 
II, none of the cement companies 
were able to achieve very satisfac- 
tory earnings because of restrict- 
ed construction activities. Barring 
all-out war, on the other hand, 
the shares of the outstanding lead- 
ers in the industry should prove 
satisfactory investments for the 
longer term. 





Investment Audit of 
Southern Pacific 





(Continued from page 276) 


cars and 46 diesels. This is in 
addition to 2,500 box cars and 34 
diesels scheduled for delivery in 
the fourth quarter this year. Pur- 
chases since the end of the war 
have come to 28,630 freight cars 
and about 350 diesels. 

Reflecting a national policy of 
dispersal of industries into areas 
less vulnerable to enemy attacks, 
many new plants have located in 
Southern Pacific territory in re- 
cent years. Most new facilities are 
expanding to meet enlarged mili- 
tary and civilian demands in the 
last year or two. Growth has been 
especially notable in the steel in- 
dustry in California and in chemi- 
cals along the Gulf Coast in Texas 
and in Louisiana. 

Although Southern Pacific 
shares at about 57 currently are 
quoted around the highest level of 
recent years—peak was 70 in 1946 
—earning power and _ physical 
assets never were greater. Funded 
debt has been trimmed to a point 
where fixed charges could be met 
in almost any conceivable adverse 
circumstances. Meantime, indus- 
trial growth in territory served 
assures a high rate of activity. 
Distances are so great in its 
sphere of operations that truck 
competition presents a compara- 
tively minor threat. All in all, the 
outlook for continued better-than- 
average growth is promising. For 
investors seeking relatively high 
return in a volatile industry and 
who have confidence in the future 
ef the Southwest, these shares 
afford particular appeal. At pres- 
ent prices, the dividend yield is 
9.6%. 
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Mining and Manufacturing 
Phosphate © Potash @ Fertilizer ¢ Chemicals 


* 


Dividends were declared by the 
Board of Directors on 
December 4, 1950, as follows: 

4% Cumulative Preferred Stock 
35th Consecutive Regular 
Quarterly Dividend of One Dollar 
($1.00) per share. 
$5.00 Par Value Common Stock 
Regular Quarterly Dividend of 
Eighty Cents (80c) per share on 
1,000,000 shares outstanding 
prior to stock dividend. 

Both dividends are payable December 29, 
1950, to stockholders of record at the 
close of business December 20, 1950 

Robert P. Resch 


Vice President and Treasurer 
* 
INTERNATIONAL MINERALS 
& CHEMICAL CORPORATION 


General Offices: 20 North Wacker Drive, Chicago 6 
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ComMPANY, Ine. 


A dividend of 134%,amounting to 
$1.75 per share, on account of the 
current quarterly dividend period 
ending January 31, 1951, has been 
declared payable January 15, 1951 
on the outstanding preferred stock 
of the Company to holders of pre- 
ferred stock of record at the close 
of business on December 29, 1950. 

A dividend of 50¢ per share has 
been declared payable January 15, 
1951, on the outstanding common 
stock of the Company, of the par 
value of $1.00 per share, to hold- 
ers of common stock of record at 
the close of business on December 


29, 1950. 
November 29, D. H. COLLINS 
1950 Secretary 


——ROYAL =— 
Bl albiit= 


88th CONSECUTIVE 
QUARTERLY DIVIDEND 


The Board of Directors of B. T. 
Babbitt, Inc. has declared a regular 
quarterly dividend of 15c per share 
on the Common Stock of the Com- 
pany, payable on January 2, 1951 
to stockholders of record at the close 
of business on December 15, 1950. 


LEO W. GEISMAR, Treasurer. 
November 30, 1950 
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Effects of Cutbacks on 
Consumer Goods Industries 





(Continued from page 267) 


throughout 1951. Further down- 
ward revisions are not only pos- 
sible but likely as the metal sup- 
ply is further tightened. 

Big companies like General 
Electric and Westinghouse have 
of course very substantial order 
backlogs for heavy electrical 
equipment which may get prior- 
ity ratings, thus the impact on 
earnings of declining appliance 
output should not be too severe. 
It will be felt more by other com- 
panies engaged primarily in ap- 
pliance manufacture, at least un- 
til compensating defense orders— 
at lower profit margins—can be 
obtained. 

Again referring to the televi- 
sion industry, compensatory de- 
fense orders should materialize 
without much delay. There are 
indications that electronic prod- 
ucts output for the armed serv- 
ices, currently running at an an- 
nual rate of $600 million, will be 
stepped up quickly so that such 


output should total $1.5 billion 
next year if conversion can be 
planned smoothly. The signifi- 
cance of any such prospect is 
readily seen if one considers that 
TV and radio output at the manu- 
facturers’ level this year is esti- 
mated at around $2 billion, and at 
$3 billion at the retail level. 
Rapidly expanding electronics 
production for defense conceiv- 
ably could readily offset any pro- 
spective volume decline, but profit 
margins on military business will 
be much smaller. Moreover, there 
is the threat of EPT to which the 
industry is highly vulnerable. 

It stands to reason that trans- 
formation of the civilian boom, 
resting primarily on consumer 
durable goods and_ residential 
building construction, into an ar- 
mament boom involves not only 
cutbacks in the former categories 
but in building construction as 
well, and this is clearly fore- 
shadowed by the mortgage re- 
strictions already imposed. It was 
of course far from certain that 
the 1950 boom could have con- 
tinued in 1951 even had there 
been no Korean crisis. There was 
doubt in many minds whether the 
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This superb Bottled in Bond, full 
8 years old, is now available in lim- 
ited quantity—100 Proof Bourbon 
or Rye—at the finer stores. 
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market could long continue to ab- 
sorb new dwelling units at the 
rate of 1.3 million a year; new 
motor cars at the rate of nine 
million annually and new refri- 
gerators, household appliances 
and furnishings, radio and TV 
sets in peak quantities. 

Housing curbs are expected to 
cut residential building by one- 
third and this in turn will mean 
not only lower demand for build- 
ing materials but for all the nu- 
merous consumer durable goods 
that nowadays go into a “package 
home.” The decline in residential 
building, in other words, will in- 
tensify the drop in demand for 
such items. It will also cut into 
sales of plumbing fixtures and 
heating installations, of stoves 
and kitchen sinks, and many 
other related things. 


Construction Outlook 


As far as building materials 
are concerned, industrial con- 
struction now on the rise may 
prove a partial offset to the drop 
in the residential field. Construc- 
tion activity on the whole next 
year is estimated to be some 20% 
lower than this year, with the 
number of residential housing 
starts down to some 800,000. 
Cement producers are likely to 
fare relatively best because in- 
dustrial construction will prob- 
ably replace most of the lost resi- 
dential business (see article on 
cement industry). 

Repeatedly, in this review, we 
have mentioned steel shortages 
which are real enough. An in- 
teresting question is to what ex- 
tent cutbacks in non-ferrous met- 
als could make for a slackening 
of steel demand by consumer 
goods industries. So far pressure 
for steel deliveries has far from 
eased and grey market prices are 
still at their peak. But an event- 
ual easing in steel demand has 
been seen for some time, ever 
since it became clear that first 
quarter cutbacks in steel ship- 
ments to civilian consumers 
would not be more than 15% or 
20%. 

This is perhaps one reason why 
the cutback in copper has initially 
been so mild. But in aluminum it 
is fully 35% and it is not impos- 
sible that non-ferrous bottlenecks 
could force reduction in, say, au- 
tomobile output even larger than 
anything forced by the indicated 
reduction in steel shipments. Just 
what the final impacts will be re- 
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mains to be seen but it is already 
clear that steel is not the only, or 
even the most critical factor in 
the production outlook. 

It obviously will make a tre- 
mendous difference in the rate of 
durable goods' production 
whether the cut in civilian cop- 
per use will continue at the initial 
15% or later be extended to 35% 
or more, as sometimes rumored. 
The 15% cut will merely halt the 
post-Korean spurt in production 
but a substantially bigger cut 
would seriously upset virtually all 
durable goods production sched- 
ules with corresponding effects 
on the earnings outlook and the 
employment situation. 

Presumably it is the intention 
to move in such a way that any 
civilian cutbacks will be linked 
more directly to the increase in 
actual defense orders. It is the 
latter, then, that hold the key to 
the future. Not only the timing 
and extent of civilian cutbacks 
but business trends in 1951 gen- 
erally will be largely dependent 
on the size and speed of the mili- 
tary program. 





A Study of 
Common Stock Yields 





(Continued from page 282) 


of unusually generous dividend 
policies. All considered, there 
seems quite a fair chance that the 
company’s dividends at the 1950 
rate may be more stable than has 
been assumed. 

Investment demand for the 
shares of certain leaders in stable 
industries has continued so strong 
relative to supply, that only fairly 
low yields have been obtainable 
for several years past. This has 
been notably true in the chemical 
industry, where the growth fac- 
tor has weighed heavily in invest- 
ment appraisals. A good example 
is Monsanto Chemical Company, 
which has paid dividends regu- 
larly since 1925 and at gradually 
increasing rates. In the past three 
years, Monsanto shares at no time 
could be acquired to yield more 
than 4.8% and at recent price 
the return is 3.7%. Confidence in 
the outlook by the management 
was recently shown by raising the 
quarterly dividend to 6214 cents 
from 50 cents, supplemented by a 
vear-end extra of 50 cents, to 
make a total of $2.6214 cents for 
1950. Despite the impact of EPT, 
tetal dividends in 1951 should not 
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The first million tons are the hardest! 


During the next two years Armco’s 
steelmaking capacity will be stepped up 
a million tons to meet rocketing civilian 
and military demands. The fact it took 
Armco 27 years to achieve its first million- 
ton capacity gives some idea of the scope 
of the current expansion program. To do 
the job, Armco is modernizing plants and 
equipment—building new open hearth, 
electric, and blast furnaces—acquiring 
new sources of ore. 

Fifty years ago, Armco set out to make 
sheet steels at Middletown, Ohio. On a 
12-acre site with 300 employees, the in- 
fant company produced a few thousand 
ingot tons by the end of the first year. 
But it had decided to blaze new trails in 
steelmaking. It would create special-pur- 
pose steels for hundreds of new products 
rising on the American horizon—im 
proved automobiles, refrigerators, kitchen 
ranges, washing machines, and scores of 
others so familiar today. 


ARMCO STEEL 


CORPORATION 


Special-purpose steels to help manufacturers make better products for users 


Following the introduction of special 
electrical steels and the famous Armco In- 
got Iron early in the century, many other 
extra-quality steels were developed. The 
demand continued to grow for all of 
them and by the end of 1949 Armco’s 
nine steel plants had a steelmaking ca- 
pacity of 3,793,000 tons. By the end of 
1952, total production capacity will jump 
to 4,810,000 tons, or an increase of more 
than 26%. 

The first million tons were the hardest. 
But even more important to the nation 
will be this additional million-ton ca- 
pacity. For this new tonnage—achieved 
without government aid—will result in 
more and better steel for defense and an 
ever-improving standard of living for 
civilians throughout America. Armco 
Steel Corporation, Middletown, Ohio. 
Plants and sales offices from coast to 
coast. The Armco International Corpora- 
tion, world-wide. 
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vary much from this year’s. 

Similar considerations, that is 
the growth factor and general in- 
vestment quality, have held the 
yield low on Eastman Kodak 
shares, with a recent income re- 
turn of 3.3% comparing with a 
high of 4.4% in 1948. The excel- 
lent record of this concern for 
many years, and its improved 
prospects for growth following 
its large scale entry into the 
chemical field, have created a rep- 
utation for its equities compara- 
ble to many high grade pre- 
ferreds. 


In slightly lesser degree, this 
has also been true of Yale & 
Towne shares, currently yielding 
4.3% as against a three year high 
of 5.5%. Good management and 
relatively stable operations have 
enabled this concern to pay divi- 
dends without interruption since 
1899. Conservative quarterly pay- 
ments of 25 cents will not likely 
vary, and estimated earnings of 
$4.20 per share in 1950 have not 
only permitted payment of 50 
cents extra, but should amply 
cushion the weight of EPT next 
vear. 
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) CHEMICALS 
| rexrizes | 
_ Plastics € 


‘CELANESE 


’ CORPORATION OF AMERICA 
) 180 Madison Avenue, New York 16, N. Y. 





T= Board of Directors has this day 


FIRST PREFERRED STOCK 
$4.75 SERIES 


‘ The regular quarterly dividend for 
} share, payable January 1, 1951 to 


holders of record at the close of busi- 
Q ness December 8, 1950. 


7% SECOND PREFERRED STOCK 


The regular quarterly dividend for 
the current quarter of $1.75 per share, 
} payable January 1, 1951 to holders 
} of record at the close of business 


December 8, 1950. 

COMMON STOCK 
§ 75cents per share, payable December 
) 23, 1950 to holders of record at the 
d close of business December 8, 1950. 
R. O. GILBERT 


Secretary 
¢ November 28, 1950. 





declared the following dividends: 


the current eomer of $1.1834 per | 
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INTERNATIONAL 
SHOE 
f | COMPANY 


St. Louis 


1597 


CONSECUTIVE DIVIDEND 
Common Stock 


A quarterly dividend of 60¢ per 
share payable on January 1, 1951 
to stockholders of record at the 
close of business December 15, 
1950, was declared by the Board 
of Directors, 

ANDREW W. JOHNSON 


Vice-President and Treasurer 


December 1, 1950 











Allied Chemical & Dye Corporation 
61 Broadway, New York 
November 28, 1950 
Allied Chemical & Dye Corporation 
has declared the following dividends 
on the Common Stock of the Company: 
Quarterly dividend No. 119 of 
Fifty Cents ($.50) per share. 
Special dividend of One Dollar 
($1.00) per share. 
Both dividends are payable December 
20, 1950, to common stockholders of 
record at the close of business Decem- 
ber 8, 1950. 
W. C. KING, Secretary 
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For Profit and Income 





(Continued from page 287) 


business is in non-durable goods. 
Sales trended upward throughout 
World War II; and, despite EPT, 
net profit showed a gain in each 
of those years excepting 1942. In 
1945, last year of the war and of 
EPT, it was more than double 
what it had been in the prewar 
year of 1939. Earnings for the 
year ending January 31 probably 
will be something like $3.25 to 
$3.50, against $2.93 last year, 
$3.87 in 1948 and peak of $5.07 
in 1946. Average net of $3.97 a 
share for the best three years of 
1946-1949 indicates a fairly good 
EPT exemption. On a 55% tax 
rate, 1951 earning power might 
well be in the range of $2.75 to 
$3.25 a share. The dividend is 
$1.60 a year, a rate unchanged 
during the last four years, yield- 
ing over 8% at the stock’s current 
price of 1734, which compares 
with 1946 bull-market high of 
3514. This is a type of stock which 
would seem to have a valid basis 
for improving in relative market 
position over a fairly extended pe- 
riod of time. 


Sun Oil 


If you had bought such favored 
cils as Standard (New Jersey), 
Standard of California and Gulf 
Oil at 1929 market highs, you 
would today have a nominal profit 
on the first, a small loss on the 
second and a sizable loss on the 
third. If, instead, you had bought 
Sun Oil at the 1929 high, you 
would now be happy about it, for 
this issue is selling at well over 
three times its 1929 top. Sun’s 
growth has not been superior to 
that of most large oil companies, 
but the stock is “fa rich man’s dar- 
ling’. This is because only small 
cash dividends are paid—no more 
than $1 in 1950, yielding about 
1.5% on the stock’s present price 
of 64 with growth capitalized 
through periodic stock dividends. 
The latter are not subject to in- 
come tax; and have provided 
large capital gains over the years. 
No doubt the management has 
family reasons for the stock-divi- 
dend policy. It is nonetheless ad- 
vantageous for investors more 
concerned with reasonably as- 
sured capital gains in a lifetime 
than with cash dividend income. 
Here is a partial list of the com- 
pany’s stock dividends: 10% in 


1950, 10% in 1949, two of 10% 
each in 1948, 10% in 1945, 10% 
in 1944, 16% in 1941, 5% in 1940, 
8% in 1937, 6% in 1936, 7% 
in 1935, 9% in 1934, 9% in 19338, 
3% in 1932, 9% in 1930 and 9% 
in 1929. There were many other 
stock dividends paid between the 
period of the First World War 
and 1929. Of course, you can build 
capital over the years in any one 
of many good stocks simply by 
reinvesting all, or a major part of, 
dividends as fast as they are re- 
ceived. Sun Oil has been doing the 
corporate equivalent of that by 
reinvesting the bulk of earnings. 





Answers to Inquiries 
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Corporation of Southeastern 
Greyhound Lines, recently au- 
thorized by the Interstate Com- 
merce Commission, will not be 
consummated until December 31, 
1950. 

Because of the shortage of ma- 
terials resulting from the rearma- 
ment program, it has been neces- 
sary to postpone construction of 
new Scenicruiser buses until such 
time as necessary materials be- 
com available. Accordingly, Grey- 
hounds’ operating companies re- 
cently placed orders for 619 
standard intercity coaches and 
117 transit type buses for delivery 
during 1951 at a total cost of ap- 
proximately $18 million. 

Dividends of 25c quarterly 
have been declared this year and 
the same amount was paid in 1949. 


Louisville Gas & Electric 
(Kentucky) 

“Please give comparative operating 
revenues of Louisville Gas & Electric 
Company for the past two years and 
also construction programs for the past 
year or so.” 


S. W., Roseniller, Cal. 


Oprating revenues of Louisville 
Gas & Electric Company (Ken- 
tucky) and subsidiary companies 
for the twelve months ended Sep- 
tember 30, 1950, amounted to 
$29,105,322, as compared with 
$27,205,894 for the twelve months 
ended September 30, 1949. Net 
oprating income, after operating 
expenses, maintenance, taxes, de- 
preciation, etc., were $6,768,338 
(before deducting special amorti- 
zation of $525,000 in December 
1949) for the twelve months 
ended September 30, 1950, com- 
pared with $6,150,001 for the cor- 
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responding period ended Septem- 
ber 30, 1949. Net income, after 
deduction for all interest charges, 
amortization of debt discount and 
expense, amortization of plant ac- 
quisition adjustments, etc., 
amounted to $4,724,834, equal to 
$3.12 a common share, compared 
with $4,640,561 or $3.34 for the 
corresponding period indicated. 

For the nine months period 
ended September 30, 1950, oper- 
ating revenues amounted to $21,- 
928,926, compared with $19,911,- 
016 for the corresponding period 
of the previous year. Net operat- 
ing income for the first nine 
months of 1950 amounted to $4,- 
396,302, compared with $4,562,- 
066 for the corresponding period 
of 1949, and net income was 
$3,371,077, equal to $2.19 per 
common share for the first nine 
months of 1950, compared with 
$3,302,484 or $2.33 per common 
share for the corresponding pe- 
riod of 1949. 

Construction expenditures for 
the nine months and the twelve 
months ended September 30, 1950 
were $6,100,000 and $10,497,000, 
respectievly. 

Dividends in 1949 totaled $1.75 
per share and $1.80 has been paid 
thus far this year. 





The Boom in 
Capital Goods Industries 
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for goods, and can see no easing 
under prospective defense condi- 
tions. Rather, there is a strong 
possibility that new deferred de- 
mands will gradually again be 
built up as shortages of consumer 
durable goods begin to pinch. And 
some day, these will have to be 
met. 

Compared to this force pushing 
toward expansion of industrial 
capacity, direct military needs 
have as yet been rather insignifi- 
cant. They will still have to do 
their work and the same is true of 
the long term expansion programs 
in basic industries as previously 
described. Between these three 
forces, it is difficult to foresee how 
capital goods activity can do any- 
thing but stay high for an indefi- 
nite period. It is distinctly in a 
boom cycle now. 

Since the bulk of current capi- 
tal goods activity is for civilian 
requirements, it raises the ques- 
tion of financing. To obtain Gov- 
ernment loans, so-called defense 
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quarterly dividend of 50¢ per share on 
the $12.50 par value Common Capital 


| The directors have declared a regular 
| Stock, and a special dividend of 50¢ a 


December 1, 1950 





Beatrice Foods Go. 


DIVIDEND NOTICE 


share on the $12.50 par value Common 
Capital Stock both payable January 2, 
1951 to shareholders of record Decem- 
ber 14, 1950. 


G. H. Haskell, President 











loans, they would have to be used 
for expansion of basie capacity 
such as steel or aluminum, for the 
development of technological proc- 
esses, or for production of essen- 
tial materials. Most of current 
expansion activity doesn’t fit this 
pattern, hence doesn’t qualify. 
The new capital requirements 
must be financed by industry it- 
self and just how it will be done 
depends importantly on tax and 
other developments affecting 
profits. 

In recent years, corporations 
have been financing their capital 
needs principally from internal 
sources, with retained earnings 
and depreciation allowances main- 
ly relied upon. Depreciation al- 
lowances alone currently provide 
over $7 billion a year, and they 
are being stepped up as depre- 
ciation rates become applicable 
to new, higher cost assets. They 
may be further raised, where ac- 
celerated amortization of new de- 
fense facilities is permitted. 

Yet the largest source of new 
capital will continue to be found 
in retained earnings, which this 
year may again approximate last 
year’s total of about $9 billion. 
Bank loans can help provide the 
balance, in fact such loans have 
increased by several billions since 
the start of the Korean war. New 
security offerings will also con- 
tribute. 

Volume of the latter should de- 
pend largely on the adequacy of 
retained earnings and it is here, 
where tax and other profit-cur- 
tailing factors enter. Should EPT 
and rising costs cut deeply into 
profits, reducing the amount of 
retained earnings substantially, 
business would face the necessity 
of turning to the security markets 
on a much larger scale than in the 
recent past. 

Corporate business as a whole 
at the year-end finds itself in a 
strong and fairly liquid financial 
position, well able to take care of 











UTAH 
POWER & 
LIGHT CO. 











A GROWING COMPANY 
IN A GROWING WEST 


Serving in Utah, Idaho, Wyoming, Colorado 








ELECTRIC BOAT COMPANY 


445 Park Avenue 
New York 22, N. Y. 


The Board of Directors has this day 
declared a year-end dividend of twenty- 
five cents per share on the Common 
Stock of the Company payable December 
20, 1950, to stockholders of record at 
the close of business December 12, 1950. 

Checks will be mailed by the Bankers 
Trust Company, 16 Wall Street, New York 
15, N. Y., Transfer Agent. 


R. P. MEIKLEJOHN 
Treasurer 
November 30, 1950 














The Board of Directors has declared a 


dividend of 62% cents a share on the out 
standing 5% Cumulative Preferred Stock 
and 68% cents a share on the outstanding 
514%% Cumulative Preference Convertible 
Stock, both payable January 2, 1951 to stock- 
holders of record at the close of business on 
December 11, 1950. A regular quarterly 
dividend of 25 cents a share and an extra 
dividend of 20 cents a share were declared 
on the outstanding Common Stock, payable 
December 30, 1950, to stockholders of rec- 
ord at the close of business on December 


11, 1950. 
M. G. SHEVCHIK, Secretary. 


November 29, 1950. 
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BENEFICIAL 


INDUSTRIAL LOAN 
CORPORATION 


DIVIDEND NOTICE 


Dividends have been declared by 

the Board of Directors as follows: 

CUMULATIVE PREFERRED STOCK 

$3.25 Dividend Series of 1946 
$.81% per share 


(for quarterly period ending 
December 31, 1950) 


COMMON STOCK 
Quarterly Dividend of $.3712 
per share and in addition 
en Extra Dividend of 
$.12% per share 


The dividends are payable De- 
cember 28, 1950 to stockholders 
of record at close of business 
December 15, 1950. 

Puiuip KapINnas 
November 27, 1950 Treasurer 


» 


OVER INU. S, 
600 OFFICES 














DIVIDEND NOTICE 
Preferred Stock 
A regular quarterly dividend 
of $1.0625 per share on the 
$4.25 Cumulative Preferred 
Stock was declared, payable 
January 1, 1951 to stockhold- 
ers of record at the close of 
business on December 8, 1950. 
Common Stock 
A quarterly dividend of $0.20 
per share on the Common 
Stock was declared, payable 
December 20, 1950 to stock- 
holders of record at the close 
of business on December 8, 
1950. 

Transfer books will not be 
closed. Checks will be mailed. 
Wo. J.. WILLIAMS, 

Vice-Pres. & Secy. 























MIDDLE 
SOUTH 
UTILITIES, 


Ine. 


DIVIDEND 


The Board of Directors has this 
day declared a dividend of 30¢ 
per share on the Common Stock, 
payable January 2, 1951, to stock- 
holders of record at the close of 
business December 15, 1950. 


H. F. SANDERS, 
Treasurer 





New York 6, N. Y. 
December 5, 1950 
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the large increase in its fixed and 
working capital needs, the latter 
swelled by rising prices. Yet, what 
Congress does about taxes, there- 
by determining the volume of re- 
tained earnings, could have a 
decisive influence not only on the 
volume of new corporate financing 
to be expected, but on dividend 
policies as well. It is here where 
the investor’s interest looms large. 

But there is another, quite prac- 
tical side to it. The investor has 
also an opportunity to benefit 
from the capital goods boom by 
carefully selected commitments in 
shares of companies that should 
logically derive advantages from 
the boom cycle. With this in mind, 
we are presenting on pages 
277/8/9 five selections which in 
our view constitute a promising 
stake in the tremendous business 
to be generated by industrial 
expansion. 





What Will War Profits Tax 
Do to Corporate Earnings? 





(Continued from page 265) 


Jones & Laughlin Steel have 
maintained such conservative div- 
idend policies that their stock- 
holders need have little worry 
over the impact of increased 
taxes, whether regular or excess 
profits imposts. Estimated 1950 
earnings of $14 per share would 
shrink to $12.15 under a 50% tax 
rate, to $10.85 under 55%, and to 
$9.80 under the proposed EPT. 
Total dividends of $3.40 a share 
during 1950 would thus have 
ample protection against  in- 
creased taxes. 

In smaller measure this might 
also apply to Granite City Steel, 
whose earnings might decline 
from $12.85 per share to $7.20 
with excess profits taxes taking 
their toll. Some question arises if 
payment of $4.25 per share divi- 
dends would be continued, espe- 
cially as this company plans some 
very substantial plant improve- 
ments. 

Considerable evidence of divi- 
dend stability is also offered by 
other leading steel companies 
whose earnings currently are at 
a high level and whose dividend 
policies have been conservative. 
National Steel, for example, 
would fare worse under EPT than 
under increased straight income 
tax rates, but notwithstanding 
could earn $5.80 per share com- 
pared with 1950 dividends of 








NOMA 


Electric Corporation 
55 W. 13th St., New York 11, N. Y 
The Board of Directors has 
declared a dividend of Twenty- 
five cents (25¢) a share on the 
Capital Stock of this Corpora- 
tion, payable December 27, 1950 
to stockholders of record at the 
close of business December 15, 
1950 and a stock dividend of 
Twenty-five per cent (25%) 
payable January 30, 1951, to 
stockholders of record December 
15, 1950. 


HENRI SADACCA 


President 
December 6, 1950. 
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Am. Radiator & S.S. Nat. Dairy Products 


Am, Tel. & Tel. New York ue 
American Tobacco Penn. R 

Phila. Bicttsic 
Atlantic Refini Richfield Oil 
Chesapeake & Ohio Shell Oil 

Sinclair Oil 
Cities Service Socony V. 

w’th Edison Standard Oil (N. J.) 

duPont Texas Co. 
General Motors U. S, Steel 
General Electric F. W. Woolworth 


Babson’s opinion as to which of these or 

bore stocks to HOLD or SELL nosss f save 
losses. Simply check those you 

oR LIST 7 OTHERS ee OWN OF OR 

INTEND TO mail this ad to 

us. We vill t A ytei you rz a have been 

advised to HOLD or SELL them, 


(Please print your name) 
No cost or obligation. 


Write Dept. M-94 


BABSON’S REPORTS 


Wellesley Hills 82, Mass. 











CURRENT DIVIDEND 


3 INSURED 
%o SAFETY 
IN THE SAFE, SOUND MIDWEST 
Write For Financial Statement 
UNITED FEDERAL 


SAVINGS & LOAN ASS’‘N 


718 Locust, Des Moines, lowa 











$2.85 a share. Excess profits taxes 
under the House bill would pare 
about 30% from estimated 1950 
earnings, but still leave $5.80 per 
share, or more than twice divi- 
dends in the current year. 
Youngstown Steel and Tube simi- 
larly would have left $9.30 per 
share after allowing for excess 
profits taxes, compared with $3.50 
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Adjust Your Investment Program 


—To Take Advantage of New Investment Bargains 


—— changes may be advisable in your security 

holdings—your investment policy—as individual com- 
panies are affected by allocations, controls, increased 
taxes, military orders, price adjustments. Now is the time 
to turn to The Investment and Business Forecast for 
specific advice on your stocks—which to hold—which to 
discard—and for a sound investment program fitted to 
today’s conditions. 


1. When to Buy and When to Sell 
Our weekly market forecast . . . with chart of daily 


action ... projects the trends and basic forces at work. 
Definite market advice is then 


3. Programs Fitted to Your Needs 


Securities selected are carried under our continuous 
supervision in specialized programs suited to your capi- 
tal, wishes and objectives. There are three programs: (a) 
Stressing Security of Principal and Assured Income— 
with Appreciation; (b) Dynamic Securities for Capita) 
Building with Higher Dividend Potentials; (c) Low- 
Priced Opportunities for Large Percentage Profits. Each 
program comprises a fixed number of securities and it is 
our aim to have you contract or expand your position as 
we anticipate pronounced market weakness or strength. 
Sound selection and timing key- 








given which you can apply to 
your independent holdings and 
to our recommendations. In- 
cluded . . . with graphs... 
are Dow Theory Interpreta- 
trons of Major and Intermedi- 
ate Trends; also of our special 
Market - Support Indicator 
measuring supply and demand. 
The latter has been highly ac- 
curate in the past...and shows 
significant indications at this 
time. 

advance. 


2. Definite Advices on Intrin- 








ENROLL NOW ... For Our New 
Security Recommendations 


Join our Service today to be ready to take 
full advantage of our new selections of out- 
standing investment bargains under the war- 
economy outlook for 1950—and looking to 
1951. It is important to participate in our 
investment campaigns from their start—since 
we time our new purchases carefully and 
individual stocks can score substantial per- 
centage rises on the initial phase of their 


note FoRECAST SERVICE. 


4. Continuous Consultation 


You are welcome to consult us 
... by mail or by wire... on 
securities in which you are in- 
terested . . . as many as 12 at 
a time ... to place and main- 
tain your portfolio on a sound 
basis. We will advise you what 
to hold .. . switch... or close 
out. 


A Plus Service . . . These con 
sultation privileges alone can be 














sically Sound Issues 


All recommendations must meet our rigid evaluating 
factors in regard to: (a) Strategic position in a Mobilized 
Economy; (b) Financial Strength; (c) Proven Earning 
Power; (d) 6% to 7% Yields Amply Supported by Earn- 
ings. We also specialize in the selection of growth situa- 
tions in Low-Priced Stocks for Large Percentage Gains. 
Technical as well as fundamental factors are carefully 
considered as it is our steadfast policy to have you stra- 
tegically time your commitments. This overall analysis is 
fully applied to all selections . . . bonds and preferreds 
as well as common stocks. 


worth hundreds and thousands of 
dollars to you in concentrating in potential leaders... in 
stable investment situations . . . in avoiding laggards... 
in keeping your position adjusted to the market’s outlook, 
as we build a strong military arm backed by organized 
industry. 


Enroll NOW for the protection and advantages of Fore 
cast Service . . . especially in coming decisive market 
phases. At this time, you also have the advantage of our 
Special Offer of Free Service to January 16. Mail the 
coupon below today. 








Mail Coupon --------- 


FREE SERVICE TO JANUARY 16, 1951 











| 1/16 | 
Joday ! | THE INVESTMENT AND BUSINESS FORECAST | 
: | of The Magazine of Wall Street, 90 Broad Street, New York 4, N. Y. { 
e I enclose [J $60 for 6 months’ subscription; [] $100 for a year’s subscription. 
Special Offer | (Service to start at once but date from January 16, 1951) 

MONTHS’ | SPECIAL MAIL SERVICE ON BULLETINS 

Air Mail: 1.00 si ths; 2.00 Telegraph me collect in anticipation of 
6 SERVICE $60 ] pov oan nth. Ss oc tenet. ieee 0 Peer anata turning points...when | 

j Special Delivery: [) $4.00 six months; to buy and when to sell...when to ex- 
MONTHS’ "] $8.00 one year. pand or contract my position. | 
12 ee | 
Complete service will start at ] LEC, EE Le UIA ENS IRE RL Ne fee Bis a AE ee Op chS RTE | 
apy but date from January 16 | oe ek Bes Hee rte sue ee Seah cee _ veh cud | 
Subscriptions to The Forecast | Your subscription shall not be assigned at List up to 12 of your securities for our | 
are deductible for tax purposes. | any time without your consent. initial lytical and ad y report. 


DECEMBER 16, 1950 














paid in dividends in 1950. 

New York Air Brake should 
stand to benefit if excess profits 
taxes rather than heavier straight 
income taxes are imposed, and un- 
der either circumstance this com- 
pany’s earnings might shrink 
only moderately. Estimated earn- 
ings of $5.75 per share for 1950 
would have been reduced about 
19% under a 50% income tax 
rate, 27% with a 55% rate but 
only 13% under EPT. In the lat- 
ter case, $5 per share earnings 
would comfortably exceed divi- 
dends of $2.50. 

Texas Gulf Sulphur’s earnings 
after EPT could decline about 
25%, but the downtrend would be 
slightly more under a 55% tax 
rate. Under EPT, net earnings in 
1950 might have been $5.50 per 
share, the same amount that has 
been paid in dividends. 


Other Factors 


As in all cases, though, there 
are a good many other factors 
besides tax burdens that will de- 
termine the dividend policies of 
Texas Gulf Sulphur. For one 
thing this concern and another 








The New, Completely Revised 
NOVEMBER Edition of 


GRAPHIC STOCKS 


is now available 
Traders cannot afford to be 
without these 


964 CHARTS 


The most comprehensive book of Stock 
Charts ever published . .. It shows 

@ Monthly Highs and Lows 

@ Annual Earnings 

e Annual Dividends 

e Latest Capitalizations 

e Monthly Volume of Shares 

@ Stock Splits — Mergers — etc. 
for nearly twelve years, of virtually every 
stock actively traded on the New York 
Stock and Curb Exchanges to November 1, 
1950. (See the seven charts in this issue, 
on pages 277, 278, 279, made by us for 
The Magazine of Wall Street.) 


ALSO—Included are 42 Group Averages 
printed on transparent paper, and the 
three Dow-Jones Averages for 25 years 
from January 1926. 


SEND YOUR ORDER TODAY 
for prompt delivery. 


SINGLE COPY (Spiral Bound)............. $10.00 
Yearly (6 Revised Issues).................. 50.00 


F. W. STEPHENS 
15 William St., New York 5 
Tel.: HA 2-4848 
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dominate the industry, a group 
that should experience increased 
volume next year, aside from the 
fact that sulphur prices have re- 
cently been advanced. As wage 
ratios are low and working capi- 
tal ample, it is possible that the 
dividend potentials of this con- 
cern are better than statistics 
might indicate. 

As we pointed out early in our 
discussion, current estimates of 
the impact of heavier taxes upon 
corporate earnings at this stage 
are necessarily conjectural. Be- 
fore Christmas, a definite excess 
profits tax law may be enacted by 
Congress, but its final provisions 
will remain obscure prior to the 
actual vote. Meanwhile, there is 
always a chance that no action at 
all will be taken this year, and a 
more serious likelihood that early 
in 1951 further study of tax prob- 
lems will change all formulas cur- 
rently under discussion. Never- 
theless, our calculations should 
furnish interesting clues about 
potential impacts under various 
conditions and reveal situations 
either highly or least vulnerable 
to the various potential imposts. 





The Trend of Events 





(Continued from page 258) 


of a possible new war emergency. 

All these moves are a sign of the 
times, reflecting the increased ten- 
sions and dangers inherent in the 
present international situation. 
They need alarm no one, for they 
are strictly precautionary. Rather 
they should prove reassuring in 
that they demonstrate official and 
public awareness of the need of 
foresighted action. 





As | See It! 





(Continued from page 259) 


Unfortunately the sense of cri- 
sis in Europe is deplorably lag- 
ging behind actualities, else there 
would be less inclination to hag- 
gle and a greater tendency for co- 
operation. In the last analysis, we 
are all in the same boat. Unless 
Western Europe stands united 
with us in purpose, its freedom 
cannot long survive. If aggression 
triumphs in Korea, it will spread 
through Asia, Europe and the 


Western Hemisphere. What 
would be Europe’s_ prospects 
then? 








Market in Crucial Stage 





(Continued from page 261) 


although we are not now inclined 
to venture any opinion as to a pre- 
cise buying level in terms of the 
averages. Readers who have fol- 
lowed our earlier advice to hold 
40% in reserve, 60% in good 
stocks are in a sound and stra- 
tegic position. We would not alter 
that ratio either way at the pres- 
ent time.—Monday, December 11. 


BOOK REVIEWS 


WHY WAR CAME IN KOREA 
By ROBERT T. OLIVER 

An expert’s up-to-the-minute analysis 
of the situation in Asia which clearly 
indicates the whys and hows of the Com- 
munist challenge to free nations. Here 
are detailed discussions of the historical 
ferment which created the present 
“problem,” of Korea’s long struggle for 
independence, the aims of its Constitu- 
tion, its existence under Japanese rule, 
its justifiable perplexity under a dual 
Russian-American occupation, its inves- 
tigation by the United Nations, its un- 
certainty, increased by American diplo- 
matic attitudes, its economic and civic 
achievements in two years of compara- 
tive freedom. Most important, there is a 
brilliant presentation of this “bastion” 
of Asia—as more enlightened American 
statesmen have termed Korea—in world 
affairs, now and in the years ahead. 

This is not a study of the present war, 
but of its backgrounds, and of the signs 
which were there to be seen for far too 
many years. It will inform intelligently 
all those who, suddenly and belatedly, 
have become aware of “one small na- 
tion’s” plight. 
Fordham University Press $2.95 


THE RIGHT TO ORGANIZE 
AND ITS LIMITS 
By KURT BRAUN 

The study gives a detailed analysis of 
similarities and dissimilarities in union, 
management, and government views in 
the individual countries with regard to 
these questions. It discusses how efforts 
of managerial employees and persons 
in the service of governments to make 
full use of freedom to organize have 
raised similar problems everywhere and 
how it has been attempted to solve them. 
A considerable portion of the volume is 
devoted to an examination of devices to 
compel workers to belong to organized 
groups, especially the closed and union 
shop agreement. It is pointed out that 
European labor leaders have not shared 
the prevailing American union view that 
such devices are indispensable for union 
security and that they have, in particu- 
lar, opposed the American brand of the 
closed and union shop. It is further ex- 
plained why, in determining their atti- 
tude toward involuntary organization, 
European and American governments, 
though taking the same basic principles 
into consideration, have not established 
identical public policies. 
The Brookings Institution $3.00 
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“I believe every 


company should...” 


MR. CLARENCE FRANCIS 


Chairman of the Board, General Foods Corporation 


“I believe every company should conduct a person to person 
canvass right now, for the best way to promote the sale of 
U.S. Savings Bonds is to put an application card into each 
employee’s hand and allow him to reach his own decision.” 


As one of America’s top executive salesmen, Mr. Clarence 
Francis knows that you sell more when you “ask the man 
to buy.” Naturally, that means a person to person canvass 
of all your employees, but it is not as difficult as it may 
sound. In fact, it is very simple: 


Tell your employees personally—or over your signa- 
ture—why the automatic purchase of Savings Bonds 
through the Payroll Savings Plan is good for them 
and their country. 


Designate your Number One Man to organize the 
canvass and keep it moving. 


Enlist the aid of employee organizations —they will 
be glad to cooperate with you. 


With posters, leaflets, and payroll envelope enclo- 
sures remind your employees of the many benefits of 


the Payroll Savings Plan. Your State Director, U. S. 
Treasury Department, Savings Bonds Division, will 
furnish you, free of charge, all the promotional mate- 
rial you can use. 


Be sure that every man and woman on the payroll 

is given a U. S. Savings Bond Application Form. 

Thousands of companies, large and small, have just com- 
pleted or are now conducting person to person canvasses. 
Their reports are a challenge to every company that does 
not have a Payroll Savings Plan . . . 50% employee partici- 
pation . . . 60% employee participation—some of them 
have gone over 80%. 


All the help you need to conduct your person to person 
canvass is available from your State Director, U. S. 
Treasury Department, Savings Bonds Division. Get in 
touch with him. 


The U. S. Government does not pay for this advertising. The Treasury Depart- 
ment thanks, for their patriotic donation, the G. M. Basford Company and 


U. S. TREASURY 























A First Step in Your Program for a 


PROFITABLE 1951 


RY this experiment! Imagine that all your securities were sold 
yesterday. Today you have nothing but their cash value. 





Then ask yourself, “Should I repurchase my former holdings as 
offering the most outstanding prospects for safety, income, profit—or could all or 
part of my funds be used more profitably in the coming year? Should I invest my 
cash now?” 


Some investors who test their lists honestly find that they are holding securities for 
unsound reasons: (1) because they dislike to take losses even in weak issues; (2) 
because they like to see issues on their list which show a profit, even though the 
future has been discounted; (3) because they are sentimentally attached to inher- 
ited securities, or shares of a company for which they work; (4) because they feel 
that they might have difficulty in deciding upon a replacement; (5) because they 
are worried about taxes resulting from security changes; (6) procrastination. 


Today with taxation and various readjustments under our rearmament program 
affecting every dollar of your investment capital, it is necessary for you to RE- 
EXAMINE your present security holdings and investment policies which may 
require revision. For our Government and industry have already started on a 
program of RE-EXAMINATION of our national policies, defense spending, pro- 
duction schedules, controls and material allocations. There will be high rewards 
for discriminating judgment—great opportunities for new investments, too — re- 
gardless of taxation — as our swiftly paced economy moves into high gear under 
the impetus of rearmament. 


As a first step toward increasing your profit and income in 1951, we invite you to 
submit your security holdings for our preliminary analysis — entirely without 
obligation — if they are worth $20,000 or more. 


Our survey will point out less attractive holdings and those to keep only tempo- 
rarily. It will tell you how our personal supervision can assist you to strengthen 
your diversification, income and the enhancement possibilities of your account. 
We will evaluate your list and quote an exact annual fee for our service. 


Merely send us a list of your securities. Give the size of each commitment and 
your objectives. All information will be held in strict confidence. 


INVESTMENT MANAGEMENT SERVICE 


A division of THE Macazine OF WALL StrEET. A Background of forty-three years of service. 
90 BROAD STREET NEW YORK 4, N. Y. 
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